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for his doctorate at that institution, his thesis 
being related to the subject matter of his pres- 
ent contribution to the Review. Certain of 
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plified in an address to be delivered by him at 
the forthcoming convention of the Society. 


Daviw Himmecsuav will preside at the an- 
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nomics and business administration at Ohio 
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is the author of a valuable series of studies re- 
lating to the financial practices of industrial 
and public utility corporations in presenting 
no-par-stock accounts on published balance 
sheets. His article discusses some of the points 
which these studies have brought forth and 
demonstrates clearly a woeful lack of stand- 
ardization among accountants upon whom the 
responsibility for published statements rests. 


A. C. Lirrieton has twice been introduced 
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He is the Review's most frequent contributor. 


Lioyp Morey is professor of accounting at 
the University of Illinois. In addition to his 
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ACCOUNTING FOR NO-PAR STOCK ISSUES 


D. J. Hornsercer 


given during the past decade to 

methods of valuing no-par stocks 
for the purpose of financial statements. 
Very little, however, has appeared as to 
actual methods in use and the reasons sup- 
porting them. 

To obtain reliable information on these 
points, an analysis of the methods of valu- 
ing no-par stock issues as shown on the 
balance sheets of nine hundred and fifty- 
six corporations has recently been made. 
These studies include practically all cor- 
porations whose no-par issues are listed on 
the exchanges, and a number of non-listed 
companies. 

Twelve hundred and thirteen no-par 
stock issues were included in the studies, of 
which 972 were common stocks and 241 
preferred issues. The studies were divided 
roughly between utilities and industrials: 
614 of the former and 599 of the latter. 

From these. studies,’ the following con- 
clusions as to accounting procedures as 


shown by present-day practice may be 
drawn. 


1. There are five basic methods of ac- 
counting for no-par issues, which are, 
in the order of their importance: 


a. Paid-in or equivalext. value. 
b. Stated value. 


*Copies of these studies may be obtained from 
the Bureau of Business Service, Ohio Wesleyan 
University, Delaware, Ohio. 


dari ATTENTION has been 


c. Net worth at date of balance sheet. 

d. Net worth at date of incorporation 
or of refinancing. 

e. Liquidation value. 


. Of the twelve hundred and thirteen 


issues of preferred and common 
stocks, 34.22% are carried at paid-in 
or equivalent values, 26.9% at stated 
values, and 17.6% at net worth re- 
flected by the balance sheet. 


. In accounting for common issues of 


the industrial corporations, the most 
popular method of valuation is at 
stated values (27.9% of all issues). 
Net worth at the date of the balance 
sheet is second (24.5%), with paid-in 
values running third in importance 


(28.2%). 


. In the utility group, the most popular 


method of valuing common issues is 
that of paid-in or equivalent value 
(42.9%), stated value is second 
(24.9%), net worth at the date of 
the balance sheet is third (15.1%), 
and net worth as of the date of re- 
financing is fourth (18.7%). 


. Apparently there is a decided tend- 


ency on the part of industrial cor- 
porations to change their methods of 
valuing no-par issues as they build 
corporate surplus accounts, to pre- 
sent either paid-in values or stated 
values for their common issues, and 
to carry surplus (earned and capital) 
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under separate headings. Net worth 
at the date of the balance sheet is the 
most popular method of valuation for 
newly-organized or newly-financed 
corporations. 

6. Preferred issues of no-par stocks are 
the exception in the industrial field, 
and are slowly coming into use, only 
forty-four instances being found in 
five hundred and fifty-six companies, 
or 7.4% of all issues. 

7. Preferred no-par stocks are very pop- 
ular among public utilities, one hun- 
dred and ninety-seven issues being ex- 
istent in the financial plans of the four 
hundred companies included, com- 
prising 82% of all stock issues in the 
group. 

8. In the utility group, paid-in or equiv- 
alent values are used for 44.8% of all 
preferred stocks. Stated value is the 
next most popular method (27.8%), 
and liquidation value is_ third 
(15.8%). 

9. In the industrial group, the number 
of preferred issues outstanding was 
so small (44) that no generalization 
is justifiable as to prevailing prac- 
tice. For the limited number con- 
cerned, 81.8% were valued at paid-in 
or equivalent value, 18.8% at net 
worth at the date of the balance sheet, 
18.64% at stated values and 13.6% 
at liquidation values. 

10. Liquidation values are used for pur- 
poses of valuing preferred stocks 
only, and such use is apparently on 
the decline. 


Any attempt at a complete presentation 
of the reasons for the use of the different 
methods as stated is of course out of the 
question, even though a mass of informa- 
tion was obtainable. In attempting to de- 
termine the motives behind the specific 
cases, information has been sought from 
corporate executives, in addition to ana- 
lyzing the available financial data. Though 
this discussion is not complete, it is hoped 
that it does present specific reasons for the 


larger part of the present accounting prac- 
tices relating to the valuation of no-par 
securities on published balance sheets. 
The valuation of stocks at whatever val- 
ues are received in exchange is probably 
the favorite method of accountants. Such 
a presentation coincides with the account- 
ing idea of capital investment, doing away 
with discounts, the setting up of deferred 
charges, and so on. There are apparently 
two schools of thought even here. Some 
corporate officials believe in carrying the 
no-par issues at net paid-in values: that is, 
the amount received by the corporation 
after deducting selling expenses, discounts, 
or other expenditures incident to the sale 
of the securities. Others believe that paid- 
in value should include the amount paid for 
the stock by the public, and that expenses 
of floating the issue, or those incident 
thereto, should be either charged to sur- 
plus or set up as a deferred charge to be 
written off over a period of years. 
Although paid-in values are not popular 
as a method of valuing no-par issues in the 
new, speculative company, the tendency 
toward such a method, as the companies 
become of age and their speculative aspects 
become less pronounced, is rather gratify- 
ing to the accountant interested in sound 
accounting procedure. The consensus of 
opinion among officials of corporations 
whose stocks were originally carried at 
stated values, or at the net worth as of the 
date of the balance sheet, or on some other 
basis, appears to be that the change is 
made to conform to better accounting prac- 
tices, or, as some of them have put it, to 
conform to more conservative practice. 
Good accounting now requires that the 
reader of the financial statement be able to 
determine the difference between contribu- 
tions of stockholders and surplus, as well 
as between the different types of surplus. 
The better class of corporations are ap- 
parently meeting this demand, notwith- 
standing that other methods have been used 
in the past. Other corporation officials 


state that they are carrying the outstand- 
ing no-par issues at the same value as the 
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old retired par issues were carried, because 
the directors believed it advisable to change 
the financial set-up to conform to modern 
practices, and that the “logical” valuation 
to be placed on the new issue was the valu- 
ation at which the retired stocks were car- 
ried. 

The carrying of stocks at stated values 
is in many cases the result of peculiar cir- 
cumstances existing within the company, 
rather than the result of applying any 
broad principle or set of principles. When 
a corporation is first organized, it is com- 
mon practice under certain statutes and 
conditions to carry the stated values of 
the no-par issues at a small fraction of the 
amounts paid in, carrying the balance to 
the capital surplus, surplus arising from 
reduction in stated values, or in many cases 
directly to the general surplus account. 
Apparently under at least one state law 
this practice, carried out under proper ac- 
tion of the directors, makes such amounts 
when transferred to the surplus accounts 
legally available for dividend purposes. 
Such a procedure makes financing more 
flexible, and, as one official expresses it, 
places only a nominal value on a share of 
stock whose “value is not the book value 
shown by the books anyway, but the capi- 
talized value of the earning power behind 
that share.” 

A frequent practice in the past few years 
for companies with deficits from operation 
has been to refinance through the exchange 
of old par stocks for new no-par issues, 
state the new shares at a nominal value, and 
wipe off the operating deficit through 
credits to surplus arising from the write- 
down of capital stock values. This pro- 
cedure, being a painless method of financial 
resuscitation, and permitting greater flexi- 
bility in refinancing usually wins the rati- 
fication of stockholders more easily than an 
assessment of existing securityholders or 
an issue of new shares. 

A further reason for stated values, not 
frequently expressed, but of sufficient im- 
portance to mention, is quite the opposite 
of the above reasons. A corporation may 


carry its no-par issues at paid-in values 
but, due to excellent profits and to expan- 
sion needs, requires additional fixed capital. 
Several companies in this condition have 
simply transferred, through appropriate 
corporate action, a portion of the accumu- 
lated surplus to capital stock, thus per- 
manently capitalizing a part or all of sur- 
plus and placing old stockholders on a 
basis comparable, perhaps, with newly ad- 
mitted stockholders whose holdings have 
been purchased at a higher price. 

Lastly, many corporations use stated 
value as a basis for valuing no-par issues in 
order to write off intangibles, such as pat- 
ents and good will. With a surplus account 
of insufficient size to accomplish the pur- 
pose, the outstanding stocks may be 
changed to no-par issues, or the valuation 
of the present no-par issue may be reduced. 
Thus, the capital account may reflect a 
nominal value only. 

Many corporation officials believe that 
paid-in or stated values do not adequately 
reflect the worth of no-par issues. The 
value of stock issues, they say, is not what 
was paid for them, nor is it a static, stated 
value. It is in fact, a constantly changing 
value, dependent primarily on earnings and 
earning power. The measure, say these 
officials, of the value of capital stock ac- 
counts is the equity of that stock in the 
the properties of the business, and such 
stocks should be presented in the accounts 
and on the balance sheet at the net worth 
to the owners. This argument has con- 
siderable weight with many corporate offi- 
cials; they believe that stating the capital 
accounts at net worth means more to the 
reader than other methods of valuation. 

This method does not, however, lend itself 
to the ideas of present-day accounting tech- 
nique. Capital contributions, surplus aris- 
ing from appraisals, earned surplus, and 
other net worth factors are concealed, and 
the method tends to befog the past financial 
experience of the enterprise as shown in 
the financial statement. As a result, there 
has been a decided tendency during the 


past few years to use footnotes, or state- 
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ments in short, which sets forth the earned 
surplus, if any, which is included in the 
aggregate net worth figure. A few cor- 
porations have even gone to the extent of 
supporting the aggregate valuation ap- 
pearing in the balance sheet with support- 
ing schedules which show paid-in values, 
earned surplus, and unearned surplus. In 
analyzing the valuations of these securities, 
there is also apparent a tendency, after a 
few periods of this differentiation through 
schedules, footnotes, and so on, to abandon 
net worth as a method of stating the valua- 
tion and changing to paid-in values. 

Net worth at the date of the balance 
sheet is usually to be found in the new cor- 
poration, or in a subsidiary enterprise 
which is completely controlled, and whose 
common no-par stock is represented by a 
residual equity resulting from reappraisal 
and refinancing. Such an issue may have 
little or no paid-in value having been issued 
for services rendered. 

Ninety-seven issues were carried at a 
valuation obtained by assignment of the 
residual equity accruing to such stocks at 
the date of organization or issue of the 
securities. 

This means of valuation permits the writ- 
ing off of all organization expenses and 
other charges incident to a new organiza- 
tion, and the valuation of the new issue 
at the residual amount available for 
such an issue after all such items have 
been deducted. It has also another de- 
cided advantage in that it permits the 
statement of operating surplus to be re- 
flected accurately in the surplus account 
as a result of subsequent operations. This 
method of presentation of values corre- 
sponds, of course, with that of net worth at 
the date of the balance sheet at the date 
of the corporation’s inception. From there 
on, however, it will vary as a result of 
presenting surplus values in all succeeding 
statements. 

The “net worth as of the date of incep- 
tion” method is used for the same general 
reasons as is the “net worth as of the date 
of the balance sheet” method, the essential 


difference being that the proponents of the 


former method wish to state the surplus 
element separately in the financial state- 
ment. 

Liquidation value as a means of valuing 
no-par securities is confined entirely to 
preferred issues, and, to a large extent, to 
public utility corporations. The method 
is usually found only where the common 
issues are stated at net worth, or where 
the officials desire to present the capital 
stock and surplus valuations as representa- 
tive of common equities only. 

Some corporations issue their no par 
stocks in blocks, either for cash or prop- 
erty. That is, one share of $7.00 pre- 
ferred, one share of Class A Common, and 
one share of Class B Common, may be is- 
sued for $120.00. Under the par-stock 
plan, each class of stock is usually stated 
at its total par value. With no-par issues, 
this method of valuation is unavailable. In 
the case above, the problem of the proper 
distribution of the amount received as be- 
tween classes of stock for valuation pur- 
poses becomes a rather knotty one. Espe- 
cially is this true where two or more classes 
of stock are exchanged for property upon 
which the directors place an aggregate 
value, as in the purchase with stock of 
utility properties by holding corporations. 

There are only two procedures available 
for the valuation of such securities in most 
cases: they may be combined in one aggre- 
gate figure, and the stockholder may draw 
his own conclusions as to the value of each 
class of security, or the directors may set 
some arbitrary stated value on each class, 
the total values of which will equal the ag- 
gregate sum. 

In the utility field, there has developed 
a decided tendency, especially among cor- 
porations operated by some of the leading 
management companies, to group the is- 
sues under one aggregate valuation. The 
same methods for valuing the issues are used 
as are stated above, the difference being in 
the fact that all issues are included in one 
aggregate paid-in, stated, or other value, 
rather than separate ones for each issue. 
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Such a procedure appears to be rather 
popular with utility corporation officials, 
and probably has much to commend it. In 
the industrial field, although found oc- 
casionally, it is not used to any extent. 
This is due, in all probability, to two fac- 
tors. In the first place, the use of two or 
more classes of no-par issues is not wide- 
spread although quite common among 
utility companies. Second, the exchange of 
different classes of stocks for aggregate 
properties of subsidiaries has not developed 
to any large extent to date outside of the 
public utilities. 

To recapitulate: there are a number of 
trends which are rather marked in present 
day no-par stock accounting. Five well 
defined methods of valuing no-par issues 
exist. There is apparently a definite trend 
toward paid-in values as a method of stat- 
ing no-par issues in the well established, 
profitable concern. For the purposes of 
the speculative, poorly financed, and low- 
earnings corporation other methods of 


valuing no-par issues find favor, and con- 
tinue until its financial structure reaches 
a stability sufficient to warrant to change. 
Liquidation value as a means of valuing 
preferred and senior common issues ap- 
pears to be decidedly on the decline. In 
the larger organizations, as a result of the 
method of issuing stocks and the values re- 
ceived therefor, aggregate valuations are 
becoming common, especially in the utility 


group. 

The development of valuation methods 
for no-par stocks in the public utility field 
appears to be far ahead of the development 
in the more speculative, industrial group, 
and the industrial practices and procedures 
appear to be following the practices of the 
more advanced corporations of the utility 
field. Where good accounting practices for 
the past fifteen years have been greatly 
abused, there is a decided tendency toward 
the elimination of such abusive practices to- 
day, and toward more sound, informative, 
accounting methods. 
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THE DIVIDEND CODE 


W. A. Paton 


HERE IS AN EVIDENT tendency nowa- 

j days to crystallize accounting stand- 
ards and essentials of business and 
financial practice in the form of explicit 
legal statement. State corporation acts, 
for example, have been steadily becoming 
more exhaustive and technical with respect 
to such subjects as form of capitalization, 
issuance of shares, dividends, valuation of 
assets, sale of property, and so on. The 
following is an outline of points which may 
well be covered in the dividend code or which 
should, at any rate, be carefully considered 
by those charged with the duty of framing 
the dividend section or sections of the act. 


I. BASIC CONCEPTIONS AND DEFINITIONS 

1. Sowrce and Measure of Dividends. 
The source and measure of dividends is 
profit, current or accumulated, or, in spe- 
cial cases, increase in value of assets not 
yet converted through sale or other disposi- 
tion. Disbursements by corporations in 
excess of this measure are reductions in 
capital and should be labeled as such, and 
should be charged to stated capital or to 
a special contra account modifying stated 
capital. There should be no exception to 
this definition in the case of wasting enter- 
prises such as mines. 

2. Determination of Current and Un- 
divided Profit or Surplus. Sound account- 
ing procedure, as evidenced by the prac- 
tices of representative concerns in the par- 
ticular field, the consensus of opinion 
among responsible accountants, and the 
regulations of the Bureau of Internal Rev- 
enue governing the determination of income 
for tax purposes, should control the deter- 
mination of profit and surplus. In de- 
termining income all operating expenses 
paid and accrued, including depreciation, 
depletion, and proper amortization of in- 
tangibles, must be recognized, and taxes 
and interest paid and accrued, including 


proper accumulation:of discounts on notes, 
bonds, or other obligations must be ac- 
counted for. 

3. Increases in Asset Values Otherwise 
than Through Earnings. To constitute a 
basis for any type of dividend declaration 
increases in the value of land, securities, or 
other property held should be bona fide and 
should be carefully estimated by appraisal 
or otherwise satisfactorily evidenced and 
measured. 

4. Essential Condition from Accounting 
Standpoint. 'The essential accounting con- 
dition underlying the appropriation of any 
dividend is a net credit balance in the in- 
come and surplus accounts, assuming that 
all prior charges have been set up, and that 
the accounting is in general in accord with 
good practice. 

5. Act of Appropriating or Declaring a 
Dividend. The vote of the board of direc- 
tors, in accordance with the articles, to seg- 
regate a section of profit or surplus either 
as a measure of a pro-rata cash dis- 
bursement, or for the purpose of capitaliz- 
ing such profit or surplus, either perma- 
nently or temporarily, through the issue of 
stocks or other securities covering the same, 
constitutes a dividend appropriation. 
Thereafter the disbursement of cash or the 
apportionment of other corporate prop- 
erty, or the issue of the stock or other se- 
curities, follows under conditions laid down 
by the board in accordance with the ar- 
ticles. 

6. Types of Dividends. Four cases 
should be distinguished: (a) dividends pay- 
able in cash, without the issue of any in- 
termediating security; (b) dividends pay- 
able in corporate property other than 
cash; (c) dividends payable in the notes, 
bonds, or other promises to pay of the de- 
claring corporation ; (d) dividends payable 
in the stock or stocks of the declaring cor- 
poration. 
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II. sPECIPIC RULES GOVERNING DIVIDEND 

APPROPRIATIONS 

1. General Condition Under Which Ap- 
propriation is Lawful. The board of di- 
rectors of a corporation, within the limits 
set by the articles and any special contracts 
express oF implied controlling the rights 
of any creditor, investor, or other legiti- 
mate interest, may appropriate dividends 
up to the full net amount of profit and sur- 
plus balances as shown by the bo»ks, under 
good accounting procedure, and including 
surplus arising through genuine increases 
in asset values not realized by sale or other 
disposition. 

2. Dividends Payable in Cash or Other 
Property. In general, dividends payable 
in this manner can be appropriated only to 
the amount of the net balances of earned 
profit and earned surplus accounts. If spe- 
cifically provided in the articles, or author- 
ized by a special vote of the stockholders, 
such dividends may be appropriated from 
surplus based on increases in asset values 
properly supported and evidenced. 

This does not mean that it is always 
practicable or feasible to appropriate and 
pay cash or other property dividends to the 
legal limit. A corporation may have un- 
divided profits but insufficient cash or other 
property, in view of its needs for funds to 
expand, retire obligations, or otherwise, to 
make payment to its stockholders of the 
amount of such profits. It is the duty of 
the directors to proceed in a manner not 
inimical to the best interests of the share- 
holders.) In general, for example, it is not 
deemed advisable to borrow to effect divi- 
dend distributions. Nevertheless the only 
general legal limit is that indicated under 
(1) above. 

8. Dividends Payable in Stocks or Other 
Securities. Dividends payable in stock can 
be appropriated to the full amount of net 
earned profits and surplus plus surplus 
arising through the recognition, under ap- 
propriate circumstances, of increases in 
Values of unsold assets. (Dividends in 
stock depend, of course, on the fact of 
authorized unissued stock or the possibility 


of securing such authorization.) Divi- 
dends in notes, bonds, and other promises 
to pay are in a sensemerely postponed cash 
dividends and hence the appropriation of 
such dividends should in:general be subject 
to the same limitation as-dividends in cash 
and other property. On the othemhand, the 
capitalization through a dividend: appro- 
priation of surplus measuring increases: in 
value of land, securities, or other property 
owned, in the form of a long-term bond is+ 
sue, may not be unreasonable if it is ex- 
pected that liquid resources will be sufficient 
to meet the obligation at maturity (and 
within this period the increases in value 
may of course be realized in cash), or if it 
is reasonable to hold that the bonds can be 
refunded or converted at maturity without 
constituting’a drain on current assets at 
that time. 

4. Losses, In determining the net: bal- 
ance of current and accumulated profit’ all 
losses of whatsoever character and where- 
ever determined or recognized must be taken 
into account. 

5. Adjustment of Surplus. In the basic 
measure or gauge of dividend appropria- 
tions may be included all bona fide adjust- 
ments of surplus such as (a) the restora- 
tion of asset values improperly charged to 
maintenance; (b) collection of receivables 
previously written off ; (c) transfers of de- 
preciation or depletion reserves or allow- 
ances (or any other contra asset balances, 
built up through either charges to gross or 
net earnings) which are now determined to 
be excessive; (d) return to unappropriated 
surplus of reserves for contingencies or 
other sections of surplus earmarked to de- 
note a conservative financial policy, but not 
required by contract ; (e) return to surplus 
of reserves measuring extensions or other 
increases in property ; (f) return to surplus 
of reservations in connection with bond con- 
tracts when not (or no longer) required by 
contract. 

6. Special Profits. There may be in- 
cluded in the dividend base all profits from 
ancillary activities, including interest and 
dividends on securities owned, and profits 
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on all special and unusual transactions. 
However, the nominal profits and surpluses 
arising from mere changes in form or legal 
identity, there being no genuine commer- 
cial transaction between independent par- 
ties, should not be included in earned profits 
and surplus. Examples of this class of 
transaction are the incorporation of a 
partnership, a mere reorganization, a 
change in capitalization. 

7. Stock Discounts and Initial Over- 
valuation. It is not necessary to make good 
initial overvaluation of assets before divi- 
dends can be declared. On the other hand 
actual losses during the early years must be 
made good. 

8. Consolidated Surplus. A holding 
company may not appropriate dividends in 
excess of its own profit and surplus. That 
is, the earnings of the subsidiary must be 
transferred to the parent at least to the 
extent of a dividend declaration before the 
former can appropriate dividends based 
thereon. 

9. Booking Stock and Bond Dividends. 
In the case of par stock issued ‘as a dividend 
the charge to profits or surplus account 
shall be the par of each share issued times 
the number of shares. 

In the case of no-par stock issued as a 
dividend the charge to profits or surplus 
account shall be the quotient of the stated 
capital and the number of shares outstand- 
ing as both these elements stood before the 
issue of the dividend stock, times the num- 
ber of shares issued as a dividend. 

In the case of interest-bearing bonds or 
notes issued as dividends, the charge to 
profits or surplus shall be the amount pay- 


able at maturity, provided that where such 
securities have a readily ascertainable 
market value materially different from the 
par or maturity value such market value 
shall be used. In the case of non-interest- 
bearing bonds or notes issued as dividends 
the amount of the profits or surplus appro- 
priation shall be the discounted or market 
value of such bonds or notes. 

10. Capital Surplus. Surplus or profit 
arising through donations by stockholders, 
forgiveness of indebtedness, purchase and 
retirement of outstanding liabilities or of 
stock at less than the stated value thereof, 
or premiums or surpluses paid in excess 
of par value or stated capital may be in- 
cluded in the dividend base. Likewise book 
surplus arising through conversion, ex- 
change, and redemption of securities may be 
so included. In general, however, all such 
special items should be excluded from 
earned surplus. Further, payments to 
stockholders from capital surplus should 
be clearly labeled as such and should be 
made only when the funds represented are 
not needed by the corporation. 

11. Indirect Capitalization of Surplus, 
A change in capital structure which inci- 
dentally results in the transfer of a por- 
tion of surplus to capital account, thus 
decreasing the dividend base, need not be 
construed as a dividend transaction. 

12. Liquidation Payments. Payments 
to stockholders which represent return of 
capital, as in the case of funds liberated in 
the process of exhausting wasting assets, 
should be labeled as such by the corporation 
and should in no case be treated as divi- 
dends. 
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VALUATION FOR DEPRECIATION AND THE 
FINANCING OF REPLACEMENTS 


DR Scorr 


various interpretations in the course 

of its evolution in accounting prac- 
tice and accounting literature. It has been 
treated as a problem of financing the re- 
placement of fixed assets; as a method of 
presenting properly such assets in the bal- 
ance sheet ; and as a problem of the alloca- 
tion of costs in operating statements. The 
usual practice among current writers ap- 
pears to be to recognize these different in- 
terpretations and to admit their inconsist- 
ency. Depreciation is discussed from the 
viewpoint of the balance sheet and from the 
viewpoint of the operating statement, fre- 
quently with the expressed or tacit assump- 
tion that those viewpoints are irreconcil- 
able.’ 

It is proposed here to show that a proper 
treatment of the problem from one point 
of view is entirely consistent with its proper 
treatment from other points of view—that 
the problem is one problem consistent 
within itself regardless of relative emphasis 
placed upon its different aspects. 

Depreciation originally made its appear- 
ance in accounting in the form of an appro- 
priation from net income or surplus as a 
provision against the time when fixed assets 
must be replaced. In this form it related 
to financial administration and not at all 
to the immediate control of operations. So 
used, depreciation was, therefore, a finan- 
cial and not an operating account. 

Instances in which the practice of charg- 
ing depreciation to net income or surplus 
is still followed are not rare even at this 
time. However, as accounts have become 
more fully utilized for purposes of internal 
administration, it has become the usual 


*Cf. Kester, “Accounting Theory and Practice,” 
Vol. II pp. 244-5. 


Tr PROBLEM of depreciation has had 


practice to treat depreciation as an operat- 
ing cost. 

The fundamental reason for treating de- 
preciation as a cost of operations is the 
fact that it is such a cost, if the enterprise 
is to continue and if invested capital is to 
be maintained intact. Fixed assets which 
depreciate are bought and maintained for 
the sake of their part in the operations of 
the enterprise which owns them. 

As modern business management has be- 
come more and more dependent upon ac- 
counting, a situation has developed in which 
no individual enterprise can dispense with 
its accounting system. The choice open 
to the management is merely that of select- 
ing or organizing the sort of system best 
suited to its purposes. These purposes have 
come to include typically, information, 
analysis, interpretation, and control. 

The development of such a variety of 
functions of accounts has been a matter of 
choice on the part of individual manage- 
ments only in a very superficial sense. In 
a more fundamental sense their develop- 
ment has been enforced by a competitive 
pressure for survival. As the unit of busi- 
ness enterprise has become more complex, 
and business relationships have become 
more intricate, the accounting system also 
has become more complex. In this situa- 
tion, the more accurately analytical the ac- 
counts have become and the truer the pic- 
ture which they have afforded, the more 
indispensable they have become. It is as an 
incident in this competitively guided de- 
velopment of accounting functions that de- 
preciation has come to be treated as a cost 
of operations. 

I 

With the above background in mind we 

can turn our attention to the problem in 


= 
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hand. It is not proposed here to enter into 
a discussion of the various methods of al- 
locating periodic depreciation costs. Ig- 
noring all other aspects of the depreciation 
problem we shall give attention exclusively 
to the valuation of assets upon which the 
calculation of depreciation is to be based, 
and to the relation of this valuation to the 
financing of replacements. 

For the sake of brevity and the advan- 
tage gained by raising a clear-cut issue we 
shall refer to only one author. The writer 
selected for this purpose is Prof. Roy Kes- 
ter and the quotations cited are from the 
second volume of his “Accounting Theory 
and Practice.” 

In his defense of the use of cost price 
as a basis for calculating depreciation, Pro- 
fessor Kester writes as follows: 

“Tf we are concerned with real and actual 
costs of production, by no stretch of the 
imagination can replacement cost—what it 
might cost to replace the asset at some more 
or less distant time—enter into the ques- 
tion. It might, with equal lack of under- 
standing, be said that because the labor 
cost is bound to be higher 10 years from 
now, this estimated future labor cost should 
be taken in order to arrive at the true 
present cost of the product.”” 

This statement treats the eventual re- 
placement cost of a particular asset as if it 
were the same as the current replacement 
cost which would be incurred by a com- 
petitor entering the field at this time. Pres- 
ent market value and future market value 
are two quite distinct concepts and it is 
the present market value which expresses 
that competitive significance which makes 
property an asset. If there are such things 
as “real and actual costs of production,” 
they surely are costs in the current com- 
petitive situation. The price which may 
have been paid for an asset at some more 
or less distant time in the past is of itself 
no more significant than the price which 
may be paid to replace it at some more or 
less distant time in the future. Cost may, 


*P. 292. 


of course, be the only evidence, or the best 
available evidence of present value. In that 
case its theoretical significance is not as 
cost but as evidence of present value. 

Let us suppose, for example, that mone- 
tary changes have brought a rise of 100 
per cent in the price level. Such a change 
would affect production goods as well as 
consumption goods. Suppose further that 
the change took place immediately after we 
purchased an asset for $50,000. The prod- 
ucts turned out by the use of this asset will 
sell in the new situation at a competitive 
price in that situation. Such a price will 
tend to be high enough to cover operating 
costs and a competitive rate of profit. 
Since depreciation is included in operating 
costs, the question necessarily arises as to 
what is the competitive depreciation cost. 
Surely it is a charge based upon the present 
value of such assets. 

If the conditions assumed above con- 
tinued throughout the life of the asset, 
and we were to make allowances for depre- 
ciation based upon its original cost, we 
would find ourselves—ignoring errors and 
scrap value—with a depreciation reserve of 
$50,000 and $50,000 in depreciation funds, 
assuming that they have been retained in 
that form. A new asset, however, would 
cost $100,000. And in the meantime our 
product has sold at such a price that our 
statement of profits for the period of the 
asset’s life has been $50,000 in excess of 
their true amount as determined upon @ 
competitive basis. An accounting method 
which merges this item of $50,000 with 
operating profits fails to meet the test of 
accurate analysis. Such a method surely 
is not in line with the development of ac- 
counting functions which has brought 
about the treatment of depreciation as a 
cost. 

If our depreciation charges in the above 
case had been based upon present market 
value or replacement cost, the $50,000 in 
question would have been included in oper- 
ating costs so that both our costs and our 
profits would have been presented upon 4 
competitive basis. 
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With regard to the latter part of Pro- 
fessor Kester’s statement, it may be said 
parenthetically that if we bought labor 
services upon a long-time basis, as, for ex- 
ample, in the purchase of slaves, we would 
be compelled to take into account the fact, 
if it were established, that the value of labor 
was bound to rise. Such an inevitable fu- 
ture rise in the value of labor services would 
affect the present cost of slaves. And if 
our calculation of the present cost of slave 
labor did not take into account this sliding 
scale of values we would be led into an 
overstatement of the current cost of slave 
labor. 

II 

If it be accepted that an accurate state- 
ment of depreciation cost requires the cal- 
culation of such cost on the basis of present 
market value or the current replacement 
cost, few persons, probably, would question 
the desirability of stating such assets in the 
balance sheet at present market values. 
This would mean an adjustment of cost 
values to others based upon the current 
market. Of course, the adjustment may be 
effected through a valuation account rather 
than through the account which recorded 
the original cost of the asset. The off- 
setting entry in the adjustment would be 
to surplus or to a special adjustment or 
reserve account. For example, the above 
case, in the course of its history, might give 
rise to the following balance sheet accounts: 


Machinery (at cost).......... $ 50,000 
Rise in value of Machinery..... 50,000 
Depreciation Funds ........... 100,000 
Reserve for Fluctuations of Fixed 


One accountant, with whom the writer 
argued the questions here raised, subscribed 
to the viewpoint presented but with the 
reservation that the charge to operations 
based upon the increased value of the asset 
should be called amortization of appre- 
ciated value and not depreciation. This 
strikes the writer as a face-saving reserva- 
tion which is of no theoretical importance. 


The charge is truly an increase in competi- 
tive depreciation costs. And similarly a fall 
in the value of assets would be followed by a 
decrease in the competitive depreciation 
cost. 

Adjustments for the changing values of 
assets may be complicated by association 
with the necessity for other adjustments 
such as that for a mistake in the calcula- 
tion of the asset’s expected life. Let us as- 
sume, for example, that we have purchased 
an asset for $30,000 and have depreciated 
it for five years upon the basis of a life 
expectation of 15 years. We are now com- 
pelled to recognize, however, that the life 
expectation should be 20 years and the 
cost of such an assets now is $40,000. 
Since the question of the proper mathe- 
matical method of calculating depreciation 
is not here involved, we shall continue to 
assume the use of the straight line method 
and that the asset has no scrap value. On 
this basis, the above asset will now be on 
our books at $20,000. If no mistake in 
the calculation of depreciation had been 
made it would be on the books at $22,500. 
Hence an adjustment will be in order as 
follows: 

Reserve for Depreciation $2,500 

Earned Surplus ...... $2,500 

However, upon the basis of its current 
replacement cost the present valuation of 
the asset should be $80,000. Therefore a 
further adjustment is in order as follows: 
Rise in Value of Asset. . . . $7,500 

Reserve for Fluctuation 

of Fixed Assets... .. $7,500 

If the mistake assumed in the calculation 
of the asset’s expected life, in the foregoing 
problem, were reversed; that is, if the ini- 
tial calculation were made on the basis of 
20 years when it should have been 15 years, 
then the necessary adjustments become as 
follows: 


Earned Surplus $2,500 
Reserve for 
Depreciation ...... $2,500 
and, 
Rise in Value of 
Asset .... $6,666.67 
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Res. for Fluctuation 
of Fixed Assets. . $6,666.67 


The other possible combinations of these 
two types of adjustments may be set up 
readily by the reader. The general pro- 
cedure will always be the same. That is, 
adjustment for the past mistake in cal- 
culating depreciation will be made first as 
a debit or credit, as the case may be, to 
earned surplus. The difference between the 
adjusted value resulting therefrom and the 
value which the asset now should have, will 
be the necessary adjustment for the rise 
or fall in the value of the asset. 

When the market value of fixed assets 
falls, the proper procedure obviously is to 
debit a Reserve for Fluctuation of Fixed 
Assets and credit some appropriate valua- 
tion account. I see no valid objection to 
making this credit to the Reserve for De- 
preciation. That would simplify both the 
procedure and the presentation in the bal- 
ance sheet. 

Ill 

Professor Kester takes the position that 
depreciation, as considered from the ac- 
counting point of view, is a problem in the 
allocation of cost and as such is quite dis- 
tinct from the problem of financing replace- 
ments. He writes as follows: 

“Financing the replacement of the re- 
tired asset is a separate financial problem 
and only concerns accountancy so far as the 
records may reflect that policy. .... If the 
new asset is expected to cost more than the 
old, certainly business prudence will require 
provision for the added cost as well as 
ready funds of an amount equal to the 
original cost.””* 

Professor Kester says further that, with 
reference to replacement costs in excess of 
the original cost of assets, three courses 
are open to the management as follows: 

“1. Capital Stock may be increased. 

2. Funds may be borrowed. 

8. Profits of the past may be reserved 
in the business and the actual value of the 


*P. 292. 
*P. 298. 


holdings of the owners thus be enhanced.” 

But surely business prudence requires us 
to use accounting methods which will re- 
port costs and profits as accurately as may 
be; methods which will not treat related 
problems as separate and distinct. If we 
adopt the policy of making adjustments in 
the depreciated values of assets, and in de- 
preciation charges upon them, such as to 
reflect changes in market values, the two 
problems of allowing for depreciation and 
of financing replacements cannot be disso- 
ciated as they are by Professor Kester. 

If the market price new of a given asset 
falls during its life and the depreciation 
upon it is adjusted accordingly, the amount 
of depreciation funds made available by 
that depreciation will not be equal to the 
original investment in the asset but will be 
more than enough to finance its replacement 
at the current price. If, for example, we buy 
an asset for $20,000 and when it is half 
worn out its price new drops to $15,000, 
our available funds at the end of its life 
will have accumulated to $1'7,500, whereas 
the replacement cost will be only $15,000. 

If in the case of a second asset the above 
situation is reversed, that is, the asset costs 
$15,000 and its price new rises to $20,000, 
the available funds will be again $17,500. 
although replacement of the second asset 
will cost $20,000. The $2,500 excess of 
funds in the first case will be available to 
make up the deficiency in the second. And 
insofar as fluctuations are the result of 
chance variations, the excesses and deficits 
will tend to offset each other. 

We are now in a position to analyze the 
financing of replacements which cost more 
than the assets which they replace. Dis- 
regarding scrap values, such replacement 
costs may be analyzed as follows: 

1. The amount of investment in the orig- 
inal asset. This amount is provided by the 
original depreciation charge applied to the 
old asset. 

2. The amount by which the asset in- 
creased in value on account of the change 
in the market value of such assets. This 
amount is provided by the increase of de- 
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preciation charges during the later years of 
the old asset’s life. 

8. The difference between the sum of one 
and two and the total cost of the replace- 
ment. This amount will be the difference 
between the actual increase in the value of 
the asset and what it would have increased 
if it had been new when the change in its 
market value new took place. This sum will 
be provided by the excess of depreciation 
funds provided through early depreciation 
rates upon assets for which the market 
price falls. 

The proposition that decreases in the 
values of some assets will be offset by in- 
creases in the values of other assets im- 
plies, perhaps, that economic phenomena, 
like physical phenomena, are subject to the 
law of averages or the laws of chance. Cer- 
tainly such an assumption is implied in 
current efforts to explain economic phe- 
nomena upon objective grounds. However, 
the proposition that increases and de- 
creases in the values of assets will offset 
each other does not rest merely upon any 
such general assumption. The present 
tendency towards stabilization of price 
levels through the management of credit 
systems involves the proposition that in any 
representative group of commodities, the 
increases and decreases of prices will offset 
each other. Moreover, there is to be ob- 
served in current economic tendencies a 
trend towards greater stabilization. Co- 
operation between business enterprises ; the 
increasing size of the typical enterprise; 
increased use of better accounting and sta- 
tistical methods in private business and 
public administration; better administra- 
tion of monetary systems, and better co- 
ordination of other political and economic 
activities are all factors involved in this 
general change. And this general tendency 
towards stability lends support to the ef- 
fort to bring about stability of price levels. 

As the individual enterprise improves its 
accounting and statistical technique, it not 
only improves the control of the manage- 
ment over internal operations but at the 
same time makes possible a better co-ordina- 


tion of those operations with a current eco- 
nomic environment. Better adjustment of 
the external relationships of individual en- 
terprise inevitably increases the coherence 
and stability of the general economic or- 
ganization. Of course, improvements of 
technique come about primarily as a means 
of increasing the advantages of the particu- 
lar business enterprise. Their effect upon 
the gcneral economic organization is essen- 
tially a by-product. This, however, does 
not minimize the importance of the by- 
product and it is true that, other things 
equal, the system which best relates the 
individual business enterprise to its econo- 
mic environment is bound to prove most 
effective in the long run even for the indi- 
vidual or competitive purposes of the enter- 
prise in question. 

The argument here advanced in favor of 
basing depreciation charges upon current 
replacement values holds, first, that such a 
practice will afford a more accurate control 
of operations and permit more effective in- 
ternal management of the individual busi- 
ness enterprise; and, second, that it will 
afford a better co-ordination of the enter- 
prise with its economic or business environ- 
ment. It does the latter by placing the 
burden of financing replacements directly 
upon the competitive utilization of assets 
and by putting the statement of profits and 
expenses upon a competitive basis. 

Of course any enterprise which does not 
have a representative group of assets may 
not find a balance between upward and 
downward fluctuations in the values of its 
assets even when there is a general stability 
of prices. This is quite as obvious as the 
fact that the individual cannot apply the 
principles of life insurance to his own life 
individually. However, the increasing ex- 
tent to which business is carried on by 
large enterprises with large numbers and a 
great variety of assets makes it desirable to 
discuss tendencies in methods upon the 
basis of the usefulness of the methods in 
question to such large business organiza- 
tions. 
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IV 


Suggested changes in the direction of 
more complex accounting technique invari- 
ably are met with the criticism that they 
are academic and impracticable. In this 
respect, accounting and the more general 
forms of business statistics find themselves 
in the same situation. The most highly de- 
veloped devices of statistical technique find 
little application in practical business man- 
agement or in governmental administration. 
The reason for this is that our methods of 
assembling original data are so crude and 
the data collected express such simple re- 
lationships that there is no opportunity for 
the effective use of complex forms of sta- 
tistical technique. For example, the eco- 
nomic data collected by such an agency as 
the Federal Reserve Board represent a mere 
scratching of the surface of business facts, 
so to speak. A study of the data collected 
by the board to date clearly shows the ten- 
tative and experimental character of the 
process by which they have been assembled. 

Efforts to arrive at statistical measures 
of the activities of even a national economic 
group are as yet in their infancy. Never- 
theless, it is the writer’s firm conviction that 
we rapidly are developing an economic or- 
ganization, in which we shall measure such 
activities accurately; an organization in 
which we shall have such a knowledge of 
complex economic relationships that the 
more complex devices of statistical meas- 
urement will become as indispensible as the 
elementary forms of statistical technique 
now are. Our increasing knowledge of eco- 
nomic relationships can be expressed and 
understood only in terms of some such more 
complex technique. This proposition ap- 
pears to be as elementary and as funda- 
mental as the fact that the relationships 


which prevail in a highly developed civiliza- 
tion cannot be expressed in the language of 
a primitive people. 

The development towards more involved 
and more complex technique is just as ap- 
parent and as inevitable in accounting as 
in other forms of business statistics. In 
condemning proposed changes of technique 
as complex and impracticable, we should 
always be careful lest our judgment betray 
a lack of vision. 

Accounting procedure still is relatively 
crude and inefficient. No one should be 
more ready to admit it than accountants. 
But at the same time there must be placed 
to the everlasting credit of accountants 
the fact that accounts are continually be- 
coming a more and more efficient instru- 
ment of business management and social 
control. The crudity with which they, as 
yet, are made to function as a means of 
social control could not well be better il- 
lustrated than by the fact that a certain 
public utility in the state of Missouri must 
comply at the same time with separate sets 
of accounting requirements imposed upon it 
by the Missouri Public Service Commission, 
the Illinois Commerce Commission and the 
Federal Water Power Commission, in addi- 
tion to the accounting requirements of its 
own superior holding company and those 
of a public accounting firm which does its 
auditing. Anyone who is familiar with the 
operations of public utilities will recognize 
that this is not an isolated case. Very evi- 
dently the technique of accounting control 
still is very disorganized and unsystematic 
in our current economic system. And it is 
contended that, in making its future place 
in economic organization, accounting must 
continually turn to more exact statements 
of principles and more complex technique. 
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MACHINE ACCOUNTING IN THE ACCOUNTING 
CURRICULUM 


J. Granam 


SURVEY OF CURRENT accounting 
A practice indicates rather conclu- 
sively that a great majority of 
bookkeeping and accounting operations are 
performed with the aid of various types of 
mechanical equipment, commonly known as 
accounting machines. Broadly speaking, 
the term accounting machines should in- 
clude not only bookkeeping, analysis and 
tabulating machines, but also adding and 
calculating machines, cash registers, etc. 
Other office machines with important ac- 
counting applications, such as addressing 
machines and duplicating equipment, may 
also be included. Thus interpreted, the 
field covered is a very extensive one. The 
increasing volume of business transactions, 
the complexity of business organization, the 
growing necessity for delegation of re- 
sponsibility and control—all these factors 
have increased the dependence of the busi- 
ness man upon records and reports. Cost 
is an important factor in the preparation 
of such records and reports; hence the ex- 
tent to which the necessary accounting and 
other clerical operations can be performed 
by mechanical means influences greatly the 
degree and type of managerial control 


which can be efficiently and economically ex- 


ercised. 

_ A contemporaneous survey of the sub- 
ject matter contained in the accounting 
courses of a large number of collegiate 
schools of business indicates that a very 
small proportion of the total time devoted 
to the study of accounting is given to the 
task of acquainting the student with the me- 
chanical devices that are in common use 
in the performance of accounting opera- 
tions. In some cases no attention is given 
to this phase of the subject. The question 
may be raised as to whether or not this par- 
ticular branch of accounting is receiving 
the attention that its importance warrants. 


It has long been recognized that it is 
not the primary function of collegiate 
schools of business to provide intensive 
training in a specialized branch of the me- 
chanics of business with a view to prepar- 
ing their students for immediate positions. 
This function is best performed by business 
colleges, trade schools, and the commercial 
departments of high schools. Nevertheless, 
it seems highly desirable that a graduate of 
a collegiate school of business, particularly 
a student who has majored in accounting, 
should have at least a speaking acquaint- 
ance with the machines that are used in the 
performance of the duties lying within the 
scope of his own special field. 

The first question at issue, then, is that 
of the importance of machine accounting 
relative to the other branches of accounting 
that are receiving the major portion of at- 
tention at the present time. The question 
can be answered only through an analysis 
of the uses which the accounting student 
might make of a knowledge of mechanical 
devices. From another viewpoint the ques- 
tion might be put this way. What indi- 
viduals in a typical business organization 
need to have some knowledge of the uses and 
operation of accounting machines? 

In the manufacturing departments it is 
taken for granted that certain positions in 
the organization are held by individuals 
familiar with the operations and uses of dif- 
ferent types of machines. The foreman at 
the head of an operating department, the 
general foreman of a division, the works 
manager, the general superintendent, and 
even the production manager in charge of 
all production must be familiar with fac- 
tory machines. They must know the type 
of work performed by each machine, alter- 
native methods of performing the same 
work and alternative machines that might 
be used, relative costs being an important 
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consideration in each case. The absence of 
such knowledge would interfere greatly in 
planning the factory layout or in the in- 
stallation and operation of any method of 
scientific production control. 

Is it not logical to demand similar condi- 
tions in the accounting department? The 
head of an accounting division, the chief 
accountant in charge of all divisions, and 
even the controller, if there be such an 
executive in the given case—should not 
these individuals, or some of them, be famil- 
iar with the various types of accounting 
machines on the market, the operations 
which they are designed to perform, the 
relative advantages and costs of the differ- 
ent types of machines and the methods 
which they necessitate in the performance 
of accounting operations? It is conceiv- 
able that even the executives in departments 
other than that of accounting, but who are 
dependent upon the accounting department 
for information for control purposes, could 
make more intelligent requests for informa- 
tion if they had a conception of the labor 
involved in the preparation and presenta- 
tion of reports, and the extent to which this 
labor could be performed by mechanical 
means. Certainly it is true that the execu- 
tive responsible for the purchase of ac- 
counting machines would be less at the 
mercy of a high pressure accounting ma- 
chine salesman if he were informed from an 
unbiased viewpoint concerning the relative 
merits of the different types of machines for 
his particular purposes. 

It must be admitted that we are not 
training students to be accounting machine 
operators. It is expected that a student 
specializing in accounting will be able to 
fill a more responsible position in the ac- 
counting field, either public or private. It 
would seem that in almost any such position 
a knowledge of the proper functions of the 
various types of accounting machines 
would be a distinct asset—in many cases an 
absolute necessity. Many students who 
complete a course in accounting go into the 
field expecting to find hand written jour- 
nals, hand posted ledgers, etc. When they 


find that in a majority of cases these rec- 
ords are prepared by machines, and are a 
part of an accounting system dominated by 
machines, they are distinctly at a loss to 
understand why their accounting training 
has not prepared them in this particular 
branch of the subject. Often they experi- 
ence a feeling of resentment towards the 
school responsible for this deficiency in 
their training, and it is possible that this 
feeling is partly justifiable. 

If, then, there is some evidence of the 
need of training in machine accounting at 
some point in the accounting curriculum, 
the néxt questions at issue would seem to 
relate to the degree of importance to be 
assigned to this subject, the nature of the 
material to be presented, and the point in 
the curriculum at which such material 
might best be introduced. There is also the 
further question of the sources of adequate 
text material for the proper presentation 
of the subject. 

Most collegiate schools of business are 
confronted with the necessity of presenting 
the subject of accounting to at least three, 
perhaps four, more or less distinct groups 
of students. First, there are students with 
little or no background in business educa- 
tion or experience who wish to take a course 
or two in accounting to round out a so- 
called general or arts course. There is & 
second group composed of those who are 
majoring in the field of business administra- 


tion but who are not specializing in ac-. 


counting; these students take about 4 
year’s work in accounting for the assistance 
it will give them in analyzing their prob- 
lems in other business fields, particularly 
the field of their major interest. The third 
group is composed of the accounting 
majors, those who are specializing im 
the subject for the purpose of becoming 
accounting executives in either the pub 
lic or private accounting field. It is to 
this group, perhaps, that the accounting 
department owes its chief obligation 
There is a fourth group, small at the 
present time but one which will grow 
in importance, which may be considered as 
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a subdivision of the third group; it is made 
up of those who are studying accounting 
with the purpose in mind of becoming seles- 
men or executives in companies manufac- 
turing and selling accounting machines. 
For the purposes of this discussion the first 
two classes may be treated as one group; 
likewise, the accounting majors and those 
interested in the selling of accounting ma- 
chines may be combined into a second 
up. 

Consider first the case of the students in 
the first group, which includes all but the 
accounting majors. These people are not 
primarily interested in the accounting field, 
and have only a general interest in the tech- 
nique of keeping business records. It is 
rather obvious that the members of this 
group should not be expected to take such 
a highly specialized course as one devoted 
exclusively to the study of accounting ma- 
chines. Such instruction of this nature as 
they should have may be included, perhaps 
in the elementary accounting course, or 
may be given as a part of a general course 
covering all types of office equipment and 
business machines. Either alternative pre- 
sents its own peculiar difficulties. 

As given in most collegiate schools of 

usiness the elementary accounting course 
is extensive enough in its scope that not 
a great amount of time is available for ad- 
ditional material on the subject of account- 
ing machines. To present adequately the 
principles of double entry bookkeeping, the 
use of special journals and ledgers, and the 
preparation, analysis and interpretation of 
financial statements is a considerable task 
in itself. Such machine accounting as can 
be introduced must be presented incidental- 
ly and in connection with the discussion of 
certain principles and processes already a 
part of the regular course. 

It is conceivable that at the point where 
the students have learned the principles of 
double entry bookkeeping, the use of the 
Journals and ledgers, etc., it might well be 
explained to them that a large amount of 
the work which they have learned to do 
by hand is in practice done by machine. 


Direct posting from original evidences, the 
use of files of business papers instead of 
special journals, the preparation of a jour- 
nal as an audit sheet or a proof of machine 
posting, etc., might be presented here with 
a very brief introduction to the subject of 
machine accounting. At this point and at 
other points in this and subsequent courses 
an alert instructor can present a great 
amount of practical information about the 
uses of accounting machines, with the re- 
sult that the student gets a much more ac- 
curate picture of actual accounting opera- 
tions. The average first-year accounting 
student will, not, however, have a sufficient 
knowledge of either business requirements 
or accounting methods to understand fully 
and appreciate the importance of some of 
the more complex types of equipment. The 
second alternative for this first group of 
students is to include the study of account- 
ing machines in a general course covering 
all types of office equipment and so-called 
business machines. Such a course would 
seem to be a desirable addition to the cur- 
riculum of such collegiate schools of busi- 
ness as do not already have it. Students 
planning to enter any of the major fields 
of business might well be given the oppor- 
tunity to get acquainted with the more 
common types of office machines and equip- 
ment used in the performance of business 
operations. There is something to be said 
for making such a course a required one for 
all commerce students. Where such a course 
is given, the time devoted to accounting ma- 
chines would probably be sufficient to meet 
the needs of all students of this first group. 

To insure that the course is thoroughly 
worth while two precautions must be taken: 
first, the subject matter must be very care- 
fully outlined by the instructor or the great 
number of machines studied may cause con- 
fusion to the student: second, there should 
be a prerequisite of at least one course in 
accounting, so that the proper functions 
and uses of accounting machines may be 
more fully understood and appreciated. 
Where elementary accounting is a required 
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course for all commerce students this sec- 
ond requirement is easily met. 

The second group of students mentioned 
above, composed of those who intend to 
major in accounting, should not receive 
their instruction in machine accounting un- 
til they have sufficient background to un- 
derstand it fully. For them, the inclusion 
of this subject matter in the elementary ac- 
counting course would prove very unsatis- 
factory. Whether or not the discussion of 
accounting machines with that of other of- 
fice equipment would be adequate for this 
group of students would depend somewhat 
upon the nature of the treatment accorded 
it in the course, but it seems highly prob- 
able that the type of material appropriate 
for such a general course would not be com- 
plete enough for the needs of students ma- 
joring in accounting. 

There are two further alternative meth- 
ods of presenting the subject of machine 
accounting to these accounting majors: 
first, it is possible to include this subject 
matter in the regular course in Systems Ac- 
counting: second, there is the possibility of 
offering a separate course dealing exclusive- 
ly with this subject. The first suggestion 
is pretty much in accord with present aca- 
demic practice, for to date, the little ma- 
chine accounting that has been offered has 
usually been mixed in with a course in ac- 
counting systems. At first thought this 
would seem to be the most logical place for 
the presentation of the subject, for it is 
difficult to understand how the subject of 
accounting systems can be presented to the 
best advantage without a great deal of 
emphasis upon the uses and operations of 
the mechanical devices which have to such 
an extent revolutionized modern accounting 
systems. The principal objection to offer- 
ing it at this point lies in the fact that one 
course is not sufficient for the adequate 
presentation of both systems, accounting 
and machine accounting, and one or the 
other must be slighted. A two-semester 
course in systems accounting, with ap- 
proximately one-half of the time devoted to 
accounting machines, would seem to offer 


one solution to the problem. In such a 
course, considerable attention should be 
given to the study of machines early in the 
first semester, before discussing account- 
ing systems in general. During the re 
mainder of the course, machine applica- 
tions to specific system problems should 
be introduced at every opportunity. The 
net results from such a combination of ae- 
counting systems and machine accounting 
have been found to be highly satisfactory. 
The other alternative is a separate and 
distinct course in machine accounting for 
students majoring in accounting. This 
plan would seem to offer the best solution 
to the problem, since for anything like a 
thorough survey of the machine accounting 
field at least one full course devoted to that 
subject is desirable. It can be given at such 
time in the accounting course as seems most 
desirable, but it should certainly precede 
the systems course and probably the course 
in auditing. Also, any specialized courses 
in accounting for specific industries would 
be more successful if predicated on a knowl- 
edge of the accounting machines in common 
use. On the other hand, such a course 
should follow at least three courses in ac- 
counting, preferably including cost ac- 
counting. This would insure the ability of 
the student to understand and appreciate 
the impurtance of accounting machines. 
The attempt to provide instruction for 
each of these two groups of students re 
quires careful organization of the various 
courses to avoid duplication of text ma- 
terial and instruction. The same subject 
matter may not be included in both the 
general office equipment course and the spe- 
cialized machine accounting course, the stu- 
dents majoring in accounting will wish to 
take both of them. The specialized course 
should begin where the general course leaves 
off. This means, of course, that the general 
course must be a prerequisite to the special 
course. Where all commerce students are 
required to take the general course, this 
requirement is automatically fulfilled. 
The survey of machines received in the 
general course should make it possible to 
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do more advanced work in the special 
course, and to provide intensive and ex- 
haustive study of machines especially 
adapted to accounting work. It is barely 
possible that the general course, if properly 
handled, might eliminate the necessity for 
the special course, and the more advanced 
work in machine accounting be included in 
the regular systems course. It is likely, 
however, that such a program would neces- 
sitate the omission of essential parts of the 
usual systems course. 

The problem most difficult of solution 
lies probably in the material content of the 
course and its method of presentation. 
Proper text material is sadly lacking. The 
rapid development and improvement of ac- 
counting machines, together with the ex- 
tension of their use to more and more of 
the accounting functions, makes any ma- 
terial that is up-to-date today sadly out-of- 
date tomorrow. There is in the field of 
business equipment literature, a looseleaf 
service intended to be supplemented contin- 
ually with new and up-to-date replacement 
materials, but even this becomes at times 
deficient in this respect. About the only 
source of descriptive material which can be 
depended upon to be practically up-to-date 
is the descriptive literature furnished by the 
companies that manufacture and sell ac- 
counting machines. The chief defect of 
this type of material is its inevitable bias 
and its tendency to be sales talk rather 
than descriptive and explanatory. It may 
be stated here that the machine companies 
have been found to be very willing to co- 
operate in this manner, and will usually fur- 
nish abundant literature in quantities suffi- 
cient for an accounting class of normal size. 

The character of the subject makes il- 
lustrative literature absolutely necessary. 
It is impossible for a student not familiar 
with the appearance and operation of an 
accounting machine of a certain type to 
visualize with any degree of success how it is 
used in accounting practice. Most of the 
very few books in the field of machine ac- 
counting are deficient as texts because of 
the lack of this type of material. For ex- 


ample, it means little to a student that the 
three adding registers of the machine ac- 
cumulate certain figures, and the cross foot- 
ing register records certain other informa- 
tion unless he has before him at least an 
illustration of the machine so that he can 
locate the registers in question and visualize 
the details of their operation. The litera- 
ture furnished by the machine companies 
contain numerous very fine illustrations of 
the various types of machines and of the 
records which are prepared by them. 

Even with illustrative material the stu- 
dent is not in a position to visualize fully 
the operation of an accounting machine, 
nor to appreciate to the fullest extent the 
amount and nature of the work which it 
will do. He needs to have before him the 
machine itself, to see it in operation, per- 
haps even to operate it himself. The ideal 
situation is the possession of a large labora- 
tory room, filled with the demonstration ac- 
counting machines of all kinds, each of the 
latest and most highly improved type. 
These machines can be demonstrated skill- 
fully and completely before the members of 
the class, then be available for the inter- 
ested students to experiment with, always 
with a competent instructor at hand to ex- 
plain the various operations. 

The situation described above is not an 
impossible one. The machine companies 
are usually glad to furnish demonstration 
machines at greatly reduced prices, and will 
furnish demonstrators when desired. If the 
room is available, together with a few thou- 
sand dollars to spend for equipment, an 
investment may be made which should cer- 
tainly return value received to the students 
receiving this type of instruction. 

In the absence of such a “demonstration 
machine room” an alternative method is to 
depend upon the courtesy of the machine 
companies for machine demonstrations, 
either at their local offices or on the campus. 
In the larger cities such demonstrations are 
easily obtained but colleges located in the 
smaller cities will perhaps not be so fortu- 
nate. The demonstration of a machine 
company salesman may be too much of a 
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selling talk unless the desired content of the 
lecture has been suggested to him, diplo- 
matically yet definitely, by the instructor. 
With such guidance these demonstrations 
have been found to be very valuable. In a 
very few cases the local sales manager or 
other executive of the company has been 
willing to give the demonstration; such 
demonstrations have been particularly in- 
teresting and have usually been free from 
undue bias. 

Still further assistance is available from 
the machine companies and others in the 
shape of visitation trips to typical instal- 
lations. These trips can best be arranged 
through the offices of the machine com- 
panies or perhaps by direct contact with 
accounting machine users. If properly con- 
ducted such inspection trips can be made 
a very valuable part of the course. 

Little has been said of the exact nature of 
the text material and class discussion. It 
has been noted that the objective is not to 
train accounting machine operators, but 
rather to acquaint future accounting execu- 
tives, and perhaps other executives, with the 
general operation of the various types of 
accounting machines, and to attempt to as- 
certain pretty exactly the proper function 
of each machine. It would seem that this 
is possible only if the student becomes fa- 
miliar with the operation of the most im- 
portant machines, sees them demonstrated, 
studies the records prepared by them and 
the systems of which they are a part, 
reads numerous case studies, inspects criti- 
cally a number of installations, and finally, 
attempts to apply his knowledge to a few 
concrete situations either actual or hypo- 
thetical. 

The number and type of machines to be 
included in the study will depend upon the 
time available for the course, and upon the 
existence or non-existence of a separate 
course dealing with other types of office 
equipment. Such machines as the “Ditto,” 
the “Addressograph,” and others are not 
primarily accounting machines, but their 
accounting uses are important enough to 
give them a place in this special course un- 


less they are studied elsewhere in the cur- 
riculum, or unless the limited time available 
prohibits their inclusion. 

The minimum field of study should prob- 
ably include the following classes of ma- 
chines: 


Autograph registers 
Account registers 

Cash registers 

Adding machines 
Calculating machines 
Bookkeeping machines 
Tabulating machines 
Analysis machines other than 
tabulating 

Time recording machines 


It must be admitted that at the present 
time there are many college instructors in 
accounting who are not qualified to pres- 
ent a course in machine accounting in the 
most complete fashion. It may be that 
there are some schools of business which 
are completely “staffed,” yet lack a man 
with the training to construct such a course 
and present it in the most satisfactory man- 
ner. Rather than allow this fact to ob- 
struct the offering of the course, if it is 


thought to be a desirable one, a start can © 


be made under the guidance of representa- 
tives of machine companies, and it will not 
be long until the instructor is in a position 
to control the course, and to prevent too 
great an amount of bias to creep into it 
from the enthusiasm of the machine com- 
panies’ representatives. 

To ask for too much time from the repre- 
sentatives of the accounting machine com- 
panies is unfair, not to the companies, but 
to the individual salesmen concerned. For 
them time spent in this way is often “un- 
productive,” even though the company 
which they represent may benefit greatly, 
though indirectly. This part of the prob- 
lem may be solved by the school or by the 
companies concerned, each by an entirely 
different method. The school can add these 
men to its staff on a part time basis, one 
from each of the important accounting ma- 
chine companies. On the other hand, the 
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companies interested may develop special- 
ized departments for the purpose of co- 
operating with schools of business in the 
presentation of this important subject, 
sending their salaried men into the field for 
this specific purpose. The latter arrange- 
ment should prove profitable both to the 
company and to the school. 

The discussion in the preceding pages 
does not pretend to present a solution to 
the problem, but attempts rather to state 
the problem involved, with some of its rami- 
fications. The main problem is, after all, to 


determine whether or not a course in ma- 
chine accounting is a desirable addition to 
the accounting curriculum; if it is thought 
that it is, ways and means will be found to 
present such a course in an adequate man- 
ner. Only after a period of experiment 
will the best method of presentation be 
found, and it is probable that there will 
never be general agreement upon which is 
the most adequate method. To arrive at 
a general agreement might prove to be a 
serious barrier to further development and 


progress. 
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THE INTERNATIONAL CONGRESS 
ON ACCOUNTING 


A. C. Lirrtztron, Ltoyp Morey, Davin anv F. E. Ross 


NE OF THE greatest events in ac- 
() counting history was the Inter- 
national Congress on Accounting, 
held in New York during the week of Sep- 
tember 9, 1929. Despite the variation in 
laws governing accountancy and in the 
forms in which accounting practice is con- 
ducted, a remarkable unanimity was recog- 
nized by everybody as existing in the prob- 
lems faced by the profess’ a throughout the 
world. 

Following are summaries of papers read 
at the sessions from Tuesday to Friday, 
inclusive. An account of the Monday ses- 
sion, devoted to the education and licensing 
of professional accountants, will be pre- 
sented to the readers of the Review in a 
subsequent issue. 


BALANCE SHEET THEORY AND 
PRACTICE 


Reviewed by A. C. Littleton 


Although matters of theory were seldom 
entirely absent from any of the sessions of 
the Congress, the topics assigned to 
Wednesday opened the doors widest. 
Theory, therefore, received considerable 
emphasis yet without being divorced from 
practice. The more theoretical papers 
dealt in the main with the pricing problems 
of the balance sheet (i.e., valuation), and 
with the question of earned surplus. The 
professional side received attention in those 
papers which dealt with financial state- 
ments as such (including consolidated bal- 
ance sheets) and those which considered the 
practitioners’ duties and responsibilities in 
connection with the certificate and the in- 
ventory. 

I 

The first papers on the day’s program 
discussed the question of whether capital 
assets were better valued at original cost 


or at present replacement cost. The issue 
was quickly joined, for Sir Woodburn Kir- 
by (England) and Prof. Fritz Schmidt 
(Germany) presented very clearly con- 
trasting views. 

In England, it was said, it is practically 
universal to deal with capital assets on the 
basis of their historical costs. Business 
concerns operating under high prices after 
the war increased their insurance as much 
as 150 per cent, yet found in this no reason 
for altering the cost values already on the 
books. In fact, such alterations in the rec- 
ord were impractical since the labor and ex- 
pense of revaluation would not have been 
justified by the benefit flowing from the 
changes, and since the public was used to 
cost balance sheets. Railways and utilities 
were allowed to raise their rates to meet ad- 
vancing replacement prices, thus avoiding 
the necessity of writing up capital assets 
in order to be able to provide (through de- 
preciation on appreciated values?) for 
higher replacement costs.’ Practice in 
England has followed the principle that re- 
newals at higher prices are financial prob- 
lems—that is, problems of finding new 
funds or of providing reserves to cover. 
This is most consistent with that other im- 
portant principle, namely, that fixed assets 
are “payments made in advance on revenue 
account,” (or as we would probably say— 
merely outlays of capital to be later recov- 
ered from customers). 

Prof. Schmidt, on the other hand, urges 
the consistent use of replacement cost. He 


1 One is inclined to wonder whether or not more 
liberal rate increases to American utility com- 
panies, or prior permission to accumulate more 
adequate true reserves, would not have left the 
companies (and the courts) less concerned in 
supporting a replacement theory of depreciation 
and a replacement rate-base which would prove 80 
embarrassing if consistently applied in a period 
of declining prices. 
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bases his view upon the economic logic con- 
tained in the make-up of profit. Profit, be- 
ing the difference between cost price and 
sales price, will contain two elements, true 
profit and fortuitous profit; the latter is 
the increase in cost of the article between 
original price and replacement (or repur- 
chase) price at date of sale; the former, 
the true profit, is the difference between the 
repurchase price at the date of sale and 
the selling price at that time, as if all ar- 
ticles sold were acquired just prior to sale. 
Only such profit as this is the true measure 
of earning power of the proprietor or man- 
agement; any profit other than this (such 
as fortuitous gains from price fluctuations) 
are attributable to uncontrollable outside 
conditions. 

Such being the nature of true profit, it 
follows that profit from fluctuations should 
be given separate treatment in the accounts 
from profits from management. This sepa- 
ration is to be accomplished by carrying 
the “unearned” profit to capital account 
or to “an account for rectification of 
values” [a sort of capital surplus ].? 


* Bookkeeping distinctions are not at all diffi- 
cult to provide, but the effectiveness of the book- 
keeping separation is another question where the 
courts, as do many of them in the United States, 
define profits available for dividends very broadly 
as the difference in the value of the assets and the 
liabilities plus capital on a given date. Under this 
conception, no distinction is recognized between 
earned surplus and capital surplus as far as divi- 
dends are concerned, and if dividends are not to 
be limited to earned surplus, there is no point to 
stating the surplus in two parts. Here is the rea- 
son that appreciation and replacement cost find 
such hard sledding among accountants and such 
ready acceptance among economists. The latter 
are concerned with a uniformly logical system for 
analyzing the profits into those attributable to the 
entrepreneur’s effort and those attributed to so- 
cial conditions (fluctuating prices, etc.), But the 
accountants are not so free to look as deeply and 
a8 analytically as they might themselves desire, 
because the clients’ attorney may advise that the 
accountants’ recommended restriction of dividends 
to a so-called “earned surplus” has little or no 
Standing at law. In a conflict between what it is 
possible to do and what it is wise to do, the broad- 
er permissive limits of the law are sometimes ir- 
Tesistible. In succinct American phrasing, the 
accountant can’t make his idea stick—or he would 
put out more balance sheets with unearned sur- 
Plus unavailable for dividends. 


These two views rather definitely set pro- 
fessional auditing over against social eco- 
nomics; they contrast shareholders’ desire 
for information concerning the remainders 
of original investments with managers’ de- 
sires for information concerning the intri- 
cate details of profit making. The papers 
are not necessarily antagonistic; they raise 
an issue of a differently placed emphasis: 
one author emphasizes the separation of 
profit into operating gains due to manage- 
ment and fortuitous gains due to fluctua- 
tions; the other author emphasizes the dis- 
closure of the residual outlays remaining 
on the books after closing the nominal ac- 
counts. 

In writing about the same topic Dr. Wil- 
helm Voss (Germany ) leads the way to some 
measure of compromise, although holding 
to the balance sheet in cost prices. Strictly 
speaking, he points out, the only absolutely 
correct figures result at the time of liqui- 
dating the enterprise when, as Schmallen- 
bach suggested, the comparison of the ini- 
tial assets with the final assets will show the 
real total profit. This real fact is so far 
deferred into the future that the real con- 
sequences of current acts and policies are 
not knowable during the succession of short 
fiscal periods. Since this condition makes 
the real truth as to values unknowable at 
the time, it is safest to be cautious and 
hold fast to the most definitely established 
facts possible—that is, to the cost figures 
of past transaction. 

To apply reproduction costs to the bal- 
ance sheet would place the statement, there- 
fore, in conflict with prudence and the 
sound principle of realized profit only. But 
on the other hand, the author points out, to 
apply only past costs in cost accounting 
would be to deprive the management of cur- 
rent information very necessary to proper 
market judgment, for competition is going 
to be most felt from those who most recently 
bought in the market and thus have secured 
a tangible new base for their pricing policy. 

The recommendation, in view of these 
needs, is to make use of a dual base—(a) 
past cost for the balance sheet and income 
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statement, because from those .|atements it 
is desired to know mainly the return upon 
the capital investment (the value of in- 
dividual assets is only of secondary inter- 
est to owners), and (b) replacement cost 
for cost accounting, because it looks to 
future results and to the calculations from 
which it is desired to learn the proper sales 
price to ask.* 

The duality of the suggestion from Dr. 
Voss finds an echo, in a certain measure, 
in the paper by Prof. K. Shimono (Japan). 
The latter, however, would go much farther, 
for he proposes two statements, one, a bal- 
ance sheet which would contain nothing but 
an exhibition of the balances of all ledger 
accounts, i.e., assets and liabilities at orig- 
imal cost; another statement, an “inven- 
tory” [single entry statement?] which 
would contain the current value of all of 
the assets and liabilities. The reasons for 
these differentiated statements are that 
capitalists and creditors are interested in 
different things and one statement cannot 
be made with two differmg purposes. By 
thus plainly separating the facts (balance 
sheet) from the estimates (“inventory’’), 
the first satisfies the capitalist and the sec- 
ond the creditors.* 


* This dual basis is quite logical and satisfying 
to the conditions stated, provided that a distinct 
separation of cost accounting and double entry 
financial accounting be granted. But in the United 
States cost accounting has been laboriously ab- 
sorbed quite completely into the double entry book- 
keeping system and “tied-in” with the financial 
accounts. So long as that condition exists, we 
shall find it difficult to adopt generally so expe- 
dient a solution of one of our valuation problems. 
But now that standard costs and operating budg- 
ets are showing us some of the managerial limi- 
tations of double entry, we may reasonably expect 
resistance to the separation of cost finding from the 
double entry financial accounts to grow less and 
less. In fact, there is a scattering of evidence that 
our accountants are already playing with the idea 
of finding other means than a tie-in with double 
entry to provide the necessary “proof” of cost ac- 
counting. Whenever and wherever that separation 
is accomplished, it will immediately free standard 
costs and replacement values from the theory mill- 
stone which now limits their usefulness. 

*To this proposal no such objections can be 
interposed as apply to the other suggestions above. 
But there remains the fact that practitioners will 
continue to try to produce the general purpose bal- 


The problems of earned surplus, which 
naturally appear when replacement costs 
for fixed assets are under discussion, like- 
wise enter upon the scene in connection with 
the paper on no-par stock by F. H. Hurd- 
man (United States). In this latter case 
the latitude allowed under the statutory 
laws is often very much wider than sound 
financial policy or good economic principles 
dictate. The old statutes about par stock, 
Mr. Hurdman points out, made quite dis- 
tinct the line of demarcation separating 
capital and surplus available for dividends. 
The economic necessity of preserving that 
distinction has not in the least abated with 
with the appearance of no-par statutes, but 
so much freedom of construction has been 
written into many of these new laws that 
economic and financial soundness are easily 
overlooked. 

Specifically, many no-par statutes open 
the way to the separation of the credit for 
original investment into capital and sur- 
plus, and thus make actually contributed 
capital available for dividends. This avail- 
ability could conceivably be avoided by in- 
tention or statute, but the courts’ defini- 
tions of surplus available for dividends do 
not give anyone much support who wants 
to argue in favor of avoiding dividends out 
of contributed (or appreciated) surplus. 
The author of the paper feels that this con- 
fusion of legal permissions and economic 
principles is leading corporation lawyers 
and officials into unsound capital struc- 
tures, and that abuses which are apt to en- 
sue may cast a cloud upon the no-par prin- 
ciple and destroy public confidence in it as 
a mode of finance. 

No-par stock and statutes received brief 
consideration also by George O. May 
(United States) as being one of the ex- 
ternal influences affecting accounting at 
the present time. No-par statutes have 
thrown open the doors to reincorporation 
under most liberal conditions. The stat- 
utes of the state of Delaware are specifi- 


ance sheet since they can find no graceful way of 
certifying to more than one “true statement of 
financial condition” at one time. 
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cally mentioned as permitting dividends to 
be paid to subscribers out of their own 
contributions and as having practically ob- 
literated the distinction between capital and 
income. This among other conditions led 
the author to consider the legal position so 
unsatisfactory that the accountant guided 
by sound principles must be prepared to 
take large responsibilities in approving or 
disapproving practices which are admitted- 
ly not illegal. 

Other influences mentioned by Mr. May 
as having an effect upon accounting in- 
clude: the regulation of the accounting of 
public service companies (which has re- 
sulted, it seems, in more precise but some- 
what less conservative accounting); the 
very extensive diffusion of the ownership of 
industry and the increasing concentration 
of profitable activities in a relatively small 
number of corporations (1,000 out of 
450,000 corporations report about one-half 
of the total corporate net income earned) ; 
a tendency for administration officials and 
the courts to shape income tax accounting 
into more rigid molds of impractical stand- 
ards of exactness (the 1918 law favored 
determining the taxable income broadly ac- 
cording to the regular and established 
usage in the specific trade). 

In addition to these elements in the situa- 
tion there is also the matter of changing 
price levels. Price changes have created 
several problems. They have raised the 
question of adjusting capital assets to new 
heights (appreciation treatment on the bal- 
ance sheet), and have created a doubt in 
some quarters of the validity of costs and 
profits computed from the exhaustion of 
plant at only original cost prices. The 
public flair for common stocks (consequent 
upon the desire to kenefit from the “growth 
element”) has produced a great variety of 
stocks and participating shares, which 
make more difficult than ever the protection 
of the various interests through good ac- 
counting. 

The effects of these numerous influences 
are summarized by the author as follows: 
(1) larger responsibilities for the account- 


ant concerning inadvisable, though not il- 
legal, practices, (2) wider need for ac- 
countants’ disinterested advice because of 
the increasingly difficult and delicate task 
of properly presenting financial reports of 
serviceableness and truth, (3) reduced im- 
portance of the balance sheet as it becomes 
more difficult and impracticable to picture 
complex modern conditions in faithful 
perspective, (4) need for a more under- 
standable form of balance sheet since that 
statement has come to be a creation of tech- 
nique quite unintelligible to large numbers 
of the new owners of corporation securities. 


II 

Two matters were discussed in the papers 
of the Wednesday session which concerned 
inventories directly ; they were in regard to 
(a) “normal stock” and (b) “the account- 
ants’ responsibility.” 

Mr. M. E. Peloubet (United States) 
briefly stated the case for treating inven- 
tory in certain lines of manufacturing es- 
sentially as a fixed asset and considering 
replacement material as passing directly 
into finished goods at current prices. He 
then illustrated the result of such prac- 
tice by tables showing the disturbing effect 
upon profits as between fiscal periods, of 
“marking up and marking down” the in- 
ventory prices under the rule of cost or 
market. Journal entries were also pre- 
sented to illustrate the application of the 
fixed-inventory procedure to branch offices 
and an appendix quotes from a recent court 
case (Kansas City Structural Steel Co. vs. 
Commissioner of Internal Revenue—U. S. 
Circuit Court of Appeals No. 8858) where 
under specific circumstances the majority 


of the court allowed a fixed inventory to 


stand at its original low price. 

The advantages and disadvantages of 
normal inventories as given by Mr. Jaro- 
slav Fukatko (Czechoslovakia) may be 
summarized as follows: 


Advantages 


1—greater stability of inventory value. 
2—emphasizes caution and foresight. 
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3—excludes temporary changes of value. 

4——eliminates price-fluctuation profits 
and losses from statements. 

5—more correct measure of periodic 
profitableness. 

6—better comparative data relative to 
better management efficiency. 

7’—-safeguards the indispensable quan- 
tity of the inventories. 

8—l¢ads to well arranged economic 


management. 
Disadvantages 
1—basic quantities and prices are arbi- 
trary. 
2—changing sales requirements not 


easily given consideration. 
3—impracticable with changing inven- 
tories of diversified nature. 

4——applicable only to goods having a 

broad market. 

5—under some conditions might lead to 

paradox of showing a credit balance 
in inventory. 

In spite of the drawbacks, the author 
feels, normal inventories lead to better re- 
sults than any other valuation method, es- 
pecially during extreme price fluctuations 
and unstable currency. The objection that 
basic inventories often conceal hidden re- 
serves is met with the statement that these 
circumstances are important only when the 
balance sheet is drawn for liquidating the 
business.° 

Following the theory aspect of inven- 
tories, the program was continued by giv- 
ing consideration to the more strictly pro- 
fessional aspect. Three writers dealt with 
the topic of the responsibility of the audi- 
tor for the details of the inventory. The 
German point of view was given by Karl 


®In American practice it would be difficult to 
obtain sanction to creating a difference between 
an “operating” balance sheet and a “credit” bal- 
ance sheet, and hidden reserves would be consid- 
ered important even though actual liquidation 
were not in prospect. If advocacy of normal in- 
ventories is continued as beneficial to purchasing- 
management, we should perhaps expect later to find 
“normal cash balances” advocated, with the cor- 
responding fluctuation-reserves, etc. for the benefit 
of treasury-management. 


Marcus (Munich). After indicating the 
extent of the examinations prescribed by 
statute in connection with inheritances, 
partnership changes, formation of corpo- 
rations, and settlements with creditors, the 
author takes up the engagements wherein 
the extent of the examination is controlled 
by agreement between client and account- 
ant. In this connection a distinction is 
drawn between a “formal examination,” 
wherein conformity of the statement with 
the books is the principal feature, and a 
“material examination” wherein the quan- 
tities and values concerned are looked into 
in substantiation of the book record.° 

If the agreement only called for the for- 
mal examination and if the certificate made 
the limitation clear, the auditor cannot be 
held responsible for values or quantities. He 
is responsible, however, if the qualification 
is omitted when verification went no farther 
than testing the conformity with the books. 
The following certificate would be consid- 
ered as indicating both the formal and the 
material examination: “I have found the 
present balance sheet as well as the follow- 
ing account [of income] to be in conformity 
with the books which have been properly 
kept.” While the accountant accepts re- 
sponsibility for quantities and values in e1 
gagements which so specify, he does so 
without incurring the obligation of being 
present when the inventory is taken or of 
taking it himself. The author rests the 
auditor’s duty upon providing an adequate 
inventory methodology for the client to fol- 
low and upon making a thorough subse 
quent examination of the original records 
of the inventory taking. 

The question of the auditor’s responsi- 
bility was further discussed by C. Oliver 
Wellington (United States) who frankly 
and strongly advocated full responsibility 


*In reading translations from the German it 
should be borne in mind that “inventory” often re- 
fers to a complete statement of assets and liabili- 
ties (much as we refer thus to the list of the as- 
sets and debts of an estate) as well as to a stock- 
in-trade. Hence “an examination of the inventory” 
would constitute the material substantiation of the 
balance sheet (i.e. formal book figures). 
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on the part of the auditor for taking and 
valuing the whole inventory. He referred 
to the fact that Clinton H. Scovill told the 
Robert Morris Associates in 1928 that 
statements for credit purposes were “nearly 
useless” when the certificate “accepted the 
inventories as furnished by the company.” 
Later the same association was told that 
more than one auditor would welcome the 
opportunity to perform this inventory 
work. Finally, during the last year, ac- 
tive discussion of the subject has broken 
out. 

The author further urged his view with 
the argument that the auditor’s “tests” 
leave his examination inconclusive as to 
quantities and, therefore, weak, for padding 
“by the officer in collusion with a few 
clerks” would not be difficult to execute or 
toconceal. Nor is the gross profit test de- 
pendable as a check on quantities, because 
of complexities introduced by fluctuations 
in prices and in mark-up, and by old and 
repeated inventory inflations. The auditor 
is represented as fully qualified to formulate 
sound inventory methods and wholly com- 
petent in most cases to make such physical 
tests at the time as will satisfy himself re- 
garding quantities, and also to judge in- 
telligently the obsolete or slow moving 
stock. 

A paper by C. B. Couchman (United 
States) attacks this problem of responsi- 
bility by emphasizing the limitations under 
which the auditor works—limitations in 
part of knowledge, of time, and of clients’ 
instructions. The accountant’s training 
does not qualify him to weigh oral state- 
ments with close discrimination, or furnish 
him with a knowledge of the material tech- 
nology of the multitude of things which con- 
stitute modern inventories. His whole 
training brings him to restrict his judg- 
ments to those which can rest upon signed 
agreements, legal papers, and documents in 
support of financial transactions, and upon 
the classified accounting records which re- 
sult from the documented transactions. 
Wherever he is free fully to apply his 
knowledge of accounting procedures, he can 


take on much responsibility for the inven- 
tories—providing no special technical 
knowledge is also necessary. When the ac- 
countant is able to organize inventory 
methods in advance, or set up control pro- 
cedures and adequate cost accounting proc- 
esses, he is able later to assume much more 
responsibility than in those cases where lit- 
tle is available but the clients’ own count 
and pricing. 
Ill 

Beyond the more definitely theoretical 
matters, certain papers of the session dealt 
with other aspects of balance sheets and the 
accountants’ relations thereto. Proposed 
changes in the British statutory provisions 
regarding auditors to limited companies 
was one of the matters discussed in this 
connection by C. Hewetson Nelson (Liver- 
pool). The statute of 1908 defined the 
powers and duties of the auditors and re- 
ferred to “the balance sheet,” but its prepa- 
ration and issue was not made compulsory. 
Practice of the better companies was in ad- 
vance of statutory requirements, for aud- 
ited statements are consistently issued to 
the shareholders without the company being 
required to do so. Now, after twenty years, 
it would seem well advised to bring the 
statute up to the standard of current good 
practice. 

The financial press of England has also 
found certain elements to criticize in con- 
nection with the auditors’ certificates. 
These criticisms include charges of insuffi- 
cient information, of too much left to the 
inferences of the reader, of a phrasing too 
subtle to be understood and too lacking in 
clear warnings when needed. In addition, 
several details of balance sheet content and 
classification were recommended for change. 
These matters were given full consideration 
by a committee set up by the President of 
the Board of Trade in 1925. The report 
and recommendations of the committee were 
issued in 1926, and in 1928 a new Com- 
panies Act was passed by Parliament and 
now only awaits the passage of the neces- 
sary “consolidation act” to have the force 
of law. 
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The essential features of the new law in 
regard to company accounts are sum- 
marized as follows: proper books of ac- 
counts must be kept of money received and 
expended, of sales and purchases, of assets 
and liabilities ; profit and loss statement and 
balance sheet must be laid before the stock- 
holders annually with directors’ recom- 
mendations attached in regard to dividends 
and reserve appropriations, and with a 
copy of the auditor’s report [i.e., certifi- 
cate | included. 

No provision is made setting forth the 
form which either financial statement shall 
take, but certain information must be given. 
For example, the balance sheet must show 
authorized and issued share capital, assets 
and liabilities, preliminary expense (if any 
not yet written of), stock issue expense, 
goodwill, patents, subsidiary holdings and 
indebtedness. 

Certain other sections of the statute se- 
cure the independence and personal respon- 
sibility of the auditors by excluding com- 
pany officers and limited companies from 
serving as auditors, and by providing that 
the company may not exempt the auditor 
from liability for negligence or breach of 
duty, and also that the auditors may attend 
the stockholders’ meeting and make any 
statement or explanation they desire in re- 
gard to the accounts. 

Standardization of balance sheets comes 
in for consideration in regard to form, con- 
tent, valuation, and audit procedure by 
Prof. Ray B. Kester (United States). 
Lack of standardization, which would be in 
the interest of easier reading and interpre- 
tation, is seen in matters of form, princi- 
pally in the classification of items into sub- 
sections and in the titles used for sections 
and subsections. More important than 
form is the need for standardization in 
those elements which are admitted to the 
balance sheet and in the terminology in 
which they are expressed. Intangibles and 
contingent items are specifically mentioned 
as receiving varied treatment in practice, 
and such terms as reserve, funds, accounts 


receivable, surplus, are indicated as needing 
generally accepted definitions. 

Most important of all is valuation. Lack 
of uniformity here is evidenced by the ex- 
istence of several bases of valuation in com- 
mon use—(1) cost, (2) reproductive cost, 
(3) sales valuation, (4) going concern 
value. Not infrequently several of these 
are used in the same balance sheet. Varie- 
ties of valuations are found especially in 
merchandise stocks and in fixed assets, in 
the latter case through variations in depre- 
ciation methods. As to audit procedure, 
the author feels that standardization has 
not gone as far as-outside interested parties 
should demand. ‘The pamphlet “Verifica- 
tion of Financial Statements” recently is- 
sued by the American Institute of Account- 
ants is a step in the right direction in 
outlining a uniform practice so that readers 
of audited statements may know something 
of the implications which underlie the audi- 
tor’s certificate. 

The question of what should be the statu- 
tory position in regard to consolidated bal- 
ance sheets was given attention by the Brit- 
ish Board of Trade Committee of 1925 in 
connection with its general examination of 
the condition of the company acts. A 
paper presented to the Congress by one of 
the members of that Committee (William 
Cash) indicated the British point of view 
as expressed in the Committee’s report and 
the Company Acts of 1929. 

Some dissatisfaction was evident in Eng- 
land concerning the fact that holding com- 
pany balance sheets lacked any details of 
information about the subsidiary com- 
panies, especially in view of the fact that 
in some cases subsidiary companies were 
treated practically as branches, having 
their profits taken credit for at once in the 
holding companies’ accounts. Consoli- 


dated statements would meet this need but 
the Committee was averse to making such 
reports compulsory. It was felt that sepa- 
rate balance sheets should always be pro- 
vided because only therein could the true 
position of the creditors and their relative 
rights be properly disclosed. For this rea- 
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son consolidated statements were left op- 
tional in the phrasing of the statute instead 
of being prescribed. 

The question of consolidated statements 
was also dealt with by Walter A. Staub 
(United States) in a paper setting forth 
some of the complex as well as the usual 
problems met in American practice. After 
laying a sound foundation by considering 
the function and purpose of consolidated 
statements, Mr. Staub gave detailed atten- 
tion to the proper treatment in the state- 
ments of minority interests, intercompany 
holdings, surplus at date of acquisition, 
goodwill from excess valuation, and such 
matters of usual interest in consolidations. 

Certain other matters of less routine na- 
ture are also discussed. For example, 
bonds acquired at a premium or discount 
bring an adjustment to combined surplus 
when eliminated in the working papers; 
stock acquired at different dates calls for 
separate eliminations; guarantees or en- 
dorsements as between related companies, 
though frequently ignored, need careful dis- 
closure in so far as they relate to obliga- 
tions other than direct liabilities of other 
companies in the group. 

Specific attention is given to the question 
of tax liability for foreign-earned income. 
Such profits are not subject to tax until 
paid over in the form of dividends, and con- 
sequently the profits should not be included 
in a consolidated tax return. Yet the for- 
eign profit cannot become available to 
American stockholders of the holding com- 
pany without an income tax being payable 
thereon. Consequently the question arises 
whether or not the parent company should 
reserve currently for such future tax. 
Some think provision should be made for 
the full amount of the expected tax ; others 
hold that no provision should be made be- 
cause the foreign profits may be retained 
abroad definitely for working capital; still 
others, on a middle ground, want to pro- 
vide for the tax on that portion of the 
foreign income which remains available for 
transfer to America. 

Additional points are made in showing 


that a minority interest in cumulative and 
unpaid preferred stock dividends must be 
allowed for and that subsidiary company 
minority surplus needs most careful atten- 
tion if participating preferred stock is not 
all held by the parent company. Depreci- 
ation in the consolidated income statement 
also requires careful consideration, for not 
only is the original cost to the subsidiary 
to be extinguished, but the higher cost to 
the parent company as well, if such higher 
cost is a fact. 


BUDGETING 
Reviewed by Lloyd Morey 


Budget day at the Congress brought 
forth an imposing array of talent in the 
form of a number of interesting papers and 
a varied and extensive discussion partici- 
pated in by nearly 25 persons, many of 
them with distinguished records of public 
service. The usefulness of budgeting and 
statistics in modern private business was 
set forth in several papers. The account- 
ant in private business is now called on not 
merely to record i..°ts concerning past 
translations, but to interpret those facts 
and apply them in the formulation of poli- 
cies of management for the future. The 
accountant is in a position to supply a 
needed element of control and coordination 
of the various departments, and play a sig- 
nificant part in the determination of sound 
business policy, according to Paul M. 
Mazar. 

Governmental budget and accounting 
claimed the biggest part of the day, the 
contribution of Arthur C. Collins of Lon- 
don in both paper and discussion being es- 
pecially noteworthy. Notes of both pessi- 
mism and optimism characterized the ex- 
pressions of various speakers: pessimism 
that in spite of good work done, much of 
the procedure in this field is still in a primi- 
tive state; optimism that steady progress 
is being made and that more serious and 
intelligent attention is being paid to the 
subject by all concerned. Although sim- 
plicity is to be desired and should be ad- 
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hered to as far as possible, it must be rec- 
ognized that situations of considerable com- 
plexity are to be found even in small gov- 
ernmental bodies. Municipal and other 
public accounts cannot be approached 
through the ordinary channels of private 
accounting. Different conditions are pres- 
ent and call for the application of distinc- 
tive practices, and a recognition of funda- 
mental principles peculiar to the problem, 
and of the local circumstances prevailing in 
each case. 

More progress has probably been made 
in budgeting than in accounting. Even in 
budgeting, better form and greater uni- 
formity are to be desired. A centralized 
budgetary control is necessary for the ef- 
fective administration of a governmental 
budget, this necessitating a centralization 
of accounting. A system of allotment of 
appropriations on a quarterly or monthly 
basis is a distinct aid. 

In accounting the autonomy of the vari- 
ous funds must be recognized, and the ac- 
counts classified accordingly. The number 
of separate funds should be limited as much 
as possible. Budgetary as well as propri- 
etary accounts are essential for complete- 
ness and for effective budget control. The 
accounting and budgeting should be on a 
revenue and expenditure basis, instead of 
the cash receipts and disbursements system, 
so often found. That accountants should 
endeavor to secure greater uniformity of 
classification of income and expenditure in 
public affairs was waged by several. 

Governmental financial administration 
must commend itself to the public. To that 
end audits by outside accountants are 
needed, and published reports so prepared 
that they may be understood by the lay- 
man. Many earnest men are now doing 
effective work in public financial offices. 
More are needed, and better opportunities 
and recognition for these places. Fewer 
elective and more life appointive offices 
would be an improvement. The account- 
ancy profession has a notable responsibility 
in this field, and an opportunity for fruit- 
ful service. 
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DEPRECIATION 
Reviewed by David Himmelblau 
The session of the International Con- 
gress on Accounting held Tuesday, Sep- 
tember 10, was organized by Mr. Patrick 
W. R. Glover, President of the New York 
Society of Certified Public Accountants. 
The * « half of the session dealt with 
th of depreciation. The “retirement 
* theory was presented by L. R, 
Nash, “Vice President of Stone & Webster, 
The “annuity” theory was presented by 
David Himmelblau, Professor of Account- 
ing at Northwestern University, President 
of the Illinois Society of Certified Public 
Accountants, and President of the Ameri- 
can Association of University Instructors 
in Accounting. The “straight line” theory 
was presented by Mr. Allen B. Cruden, As- 
sistant Comptroller of the American Tele- 
phone and Telegraph Company, in collabo- 
ration with Donald R. Belcher, Assistant 
Chief Statistician of the American Tele- 
phone and Telegraph Company. “Theories 
of Depreciation” was the title of a paper 
by Dr. N. J. Polak of Holland, who is Pro- 
fessor of Business Finance and Marketing 
at Netherlands Commercial University. 
The second half of the session dealt with 
problems of depreciation and obsolescence, 
The six papers presented were: 

(a) From the Standpoint of Taxation— 
by Dr. Joseph J. Klein, former 
President of the New York Society 
of Certified Public Accountants. 

(b) From the Standpoint of the Inves- 
tor in Securities—by Sir William 
Plender, of Deloitte, Plender, Grif- 
fiths & Co., former President of the 
Institute of Chartered Account- 
ants. 

(c) As Affected by Reappraisals—by 
John R. Wildman, partner of Has- 
kins & Sells and formerly Professor 
of Accounting at New York Uni- 
versity. 

(d) As Affected by Progress in the Arts 
and by the Post War Reorganiza- 
tion of Industry—by Dr. Werner 
Grull. 
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(e) As Related to Cost of Production— 
by Mr. Carl G. Jensen, Comptroller, 
A. M. Byers Company of Pitts- 
burgh. 


The nine papers presented at this ses- 
sion were not read, as printed copies had 
been distributed previously to those who 
attended the meeting. After the authors 
were presented to the audience the meeting 
was thrown open to discussion, following 
which the authors of the papers were al- 
lowed five minutes each for their comments 
on the points raised by the discussers. 

Mr. Nash stated that the basic difference 
between accrued depreciation and retire- 
ment reserve systems relates to useful life, 
the first assuming that this can be deter- 
mined with reasonable accuracy and that 
charges against income should be uniform, 
the second assuming that useful life is un- 
certy'n and that flexibility in the charges 
against income is proper and necessary for 
stability of income and maintenance of 
credit. 

Mr. Crunden stated that his company 
had made extensive statistical studies of the 
lives of the principal items of property 
used by the A. T. and T. and had been able 
to work out mortality tables similar to 
those employed by life insurance companies. 
He stated that in a growing plant annual 
retirement losses will be less than current 
true annual expense of depreciation. 

Professor Himmelblau pointed out that 
the annuity method differs from the 
straight line method in that it introduces 
anew element, interest on the undepreciated 
cost locked up in the fixed asset during each 
year of its service life. Under the annuity 
method the purchase of a fixed asset is re- 
garded as an investment of capital which, if 
employed for other purposes would be earn- 
ing a given rate of interest. He illustrated 
in detail the application of the annuity 
method to various kinds of assets. He also 
pointed out that for cost accounting, the 
question is, what part of the net cost of a 
given fixed asset is fairly apportioned 
against a unit of production or distribu- 


tion, said unit being either a process or a 
job. From this point of view the interest 
factor is an essential element in the case.of 
long-lived assets. 

Dr. Klein pointed out that under federal 
income tax laws the cost basis must be used. 

Sir William Plender pointed out that the 
stockholder of a corporation gives too little 
consideration to the amount of depreciation 
which has been charged off by the company. 
He preferred to leave the amount of depre- 
ciation to be provided discretionary on the 
part of the Board of Directors. 

Mr. Wildman set forth the objections 
against the use of present replacement value 
of fixed assets as a substitute for their cost. 
He believed the opinions of Judges Bran- 
deis, Holmes and Stone were sounder than 
the majority opinion of the Supreme Court 
in the O’Fallon case. 

Dr. Grull developed the problems arising 
from the radical changes in industry fol- 
lowing the war and pointed out that re- 
construction costs should not be considered 
as additional investment but should be 
charged off as special depreciation. 

Mr. Jensen stated that depreciation and 
normal absolescence (distinguished from 
unusual absolescence which is unforseen and 
unexpected, and due to invention or sud- 
den changes) are distinct elements of cost 
and must be included as elements of produc- 
tion cost when setting selling prices. 
Unusual absolescence should not be con- 
sidered as an element of production cost. 


ACCOUNTING FOR COSTS 
Reviewed by F. E. Ross 


The papers presented at the Interna- 
tional Congress on Accounting were 
arranged by the Program Committee under 
three headings: 

I Cost Accounting 
II Standard Costs 

III Distribution and Selling Costs 

Needless to say that there was some over- 
lapping among the ten papers which were 
prepared. For example, nearly all of the 
six writers who were assigned the general 
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classification Cost Accounting found it 
necessary to discuss Standard Costs and in 
some cases Distribution Costs as well. This 
is not to be taken to mean that the writers 
did not properly cover the field assigned, 
but rather that taken as a whole the ten 
papers do not present a well coordinated 
treatment of the subject. 

The official program reported the fol- 
lowing papers under group 


I—Cost Accounting 
A.—“Its Place and Influence in Modern 
Industry.” 
Mr. C. R. 
States. 
B..—“From the Point of View of Profes- 
sional Accounting.” 
Mr. William Annan—Scotland 
Mr. Amilcare Zanotti and Mr. E. 
Colombo—Italy. 
C.—*Accounting for Materials.” 
Mr. John F. D. Rohrbach—United 
States. 
D.—* Accounting for Labor.” 
Professor T. H. Sanders—United 
States. 
Accounting for Burden.” 
Mr. Walter S. Gee—United States 


The paper prepared by Mr. Amilcare 
Zanotti and Mr. E. Colombo, Italy, does 
not cover the subject assigned to it and in- 
stead is devoted to determining cost of 
production. 

The writer does not feel called upon to 
comment on any of the papers in Group I 
except that of Mr. William Annan. In 
general it can be said that all of the other 
papers in this group are written from the 
standpoint of the industrial cost account- 
ant and deal with subjects which are 
covered quite adequately in available text 
books. 

For these who are interested in the pres- 
ent status of cost accounting in Great 
Britain and the practice of British public 
accountants in this field, the fifteen page 
paper by William Annan, Professor of Ac- 
counting and Business Method in the Edin- 
burgh University, offers a condensed 


Stevenson—United 
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treatment. After commenting on the re 
sults of an investigation in the United 
States which showed that only five per cent 
of the businesses knew the cost of their 
products, he quotes a past President of the 
Federation of British Industries who when 
asked what was wrong with British industry 
said, “England is still conspicuous for 
small scale enterprise with its innumerable 
isolated manufacturing concerns scattered 
up and down the country, with tradition- 
rotten methods and insufficient costing 
systems, each jealously guarding its knowl- 
edge beyond price the details of its inade- 
quate operations.” Mr. Annan adds, 
‘These are hard words but there is a large 
measure of truth in them.” 


Group II—Standard Costs 
A.—*Fundamental Principles.” 
Mr. G. C. Harrison—United States 
.—“Installation and Procedure.” 
Mr. Eric A. Camman—United 
States. 
C.—*Managerial Applications.” 
Mr. Horace G. Crockett—United 
States. 


In this writer’s opinion, the papers ond 
Standard Costs present one of the best 
summaries of this recent development in 
cost accounting that could have been 
brought together. 

Mr. G. Charter Harrison was one of the 
first accountants to advocate the use of 
standard cost procedure. Mr. Harrison 
says that there have been but two basic im- 
provements in accounting since the days of 
the Pharaohs, one being, of course, the 
development of double entry bookkeeping; 
and the other he calls “double-entry cost 
accounting” which “provides for showing 
on the debit side the actual expenditure 
and on the credit side the amount which 
should have been expended for the benefit 
gained or in other words the standard.” 

Full credit is given the engineer as the 
originator of the standard cost idea and 
particularly to Mr. Harrington Emerson; 
industrial engineer, whose article which ap- 
peared in the December, 1908, issue of the 
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Engineering Magazine was the first printed 
reference to standard costs. Mr. Harrison 
quotes from this article as follows :— 


“There are two radically different methods 
of ascertaining costs; the first method, to as- 
certain them after the work is completed; the 
second method, to ascertain them before the 
work is undertaken. The first method is the 
old one, still used in most manufacturing and 
maintenance undertakings, the second method 
is the new one, beginning to be used in some 
very large plants, where its feasibility and 
practical value have already been demon- 
strated.” 


Mr. Eric A. Camman has prepared a 28 
page paper which covers in considerable 
detail the problems involved in introducing 
an effective standard cost system. He out- 
lines three different methods in the use of 
standard cost as follows: 


‘‘a—To charge work in process accounts at 
actual costs and to credit them at 
standard costs. 

“b—To charge work in process accounts at 
standard costs only (diverting differ- 
ences between actual and standard to 
variance accounts) and to credit them 
at standard. 

“c—To charge work in process accounts at 
standard costs as well as at actual 
costs and to credit them at both stand- 
ard and actual.” 


Having in mind that it is the variation 
between actual cost and standard cost that 
is important, Mr. Camman states that “the 
difference between these methods is one of 
principle. Method (a) may be dismissed 
as inadequate, method (b) may be logically 
identified with the conception of standard 
costs as ideals of accomplishment, while 
method (c) applies when the standard costs 
are to be regarded as units of measure- 
ment.” Mr. Camman’s own Estimate of 
the value of Standard Costs is that “(1) 
executive control is promoted by provid- 
ing for prompt furnishing of data on vari- 
ations, (2) adminstrative control is pro- 
moted by providing for the assembly of 
data to bring out the major trends, (8) 
reliable and quick cost finding is made 


possible by the application of cost ratios 
to standard costs and all figures are main- 
tained in proof with the general accounts.” 

The paper by Mr. Horace G. Crockett 
deals with the procedure whereby informa- 
tion derived from the cost records can be 
made available to the executives who can 
use it. He advocates the establishment of 
a budget plan and concludes his paper with 
the following statement : 


“In the last analysis the ideal presentation 
of standard costs is in the form of a complete 
flexible budget. Not just a budget of expense, 
and not a budget that is fixed at the beginning 
of the year and allowed to stand regardless 
of the volume of production. It should be a 
budget that considers every item of income an 
expenditure, with standards for any volume of 
sales are rate of production.” 


The third group, devoted to Distribution 
and Selling Costs, was represented by two 
papers: 

A.— “Bases or Standards for Cost Com- 

‘ 
Mr. Howard C. Greer—United 
States 

B.—“Special Problems Involved in Sell- 

ing and Distribution Costs.” 
Frank L. Sweetser—United 
States 


Both papers in this group cover es- 
sentially the same ground and both indicate 
that distribution and selling costs do not 
represent two different classifications of 
accounts but that selling costs should be 
included under a single classification of dis- 
tribution costs. 

Mr. Greer suggests a fourfold classifi- 
cation of distribution costs corresponding 
to four stages in the distribution process :— 
(1) creating demand; (2) obtaining 
orders; (8) storing, handling and deliver- 
ing product; (4) extending credits and 
making collections.” He also states that 
distribution activities may be looked at 
from different points of view and advocates 
a flexible expense classification to the end 
that distribution costs may, if necessary, 
be determined on different bases such as: 


Mr. 
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a—by products, 

b—by geographical divisions, 

c—by type of customer, 

d—by method of distribution. 

In analyzing and allocating distribution 
expenses, Mr. Greer points out that great 
care must be taken to distinguish between 
direct and indirect costs since the greater 
the percentage of indirect costs, the less 
reliable will be the resulting report. The 
best summary of present approved pro- 
cedure in this field is contained in the fol- 
lowing quotation from Mr. Greer’s paper. 


“There seems to be no immediate occasion 
for building into the general accounting sys- 
tem any set of methods which calls for a de- 
tailed compilation of costs for every period 
for any specified division of sales. Rather the 


cost accountant should keep his basic data in 
flexible form, so that he may quickly compute 
the expense chargeable against any type of 
selling activity in which the management may 
at a particular moment be interested. Tests 
may be made along one line in one month and 
along another line the next. A sampling proc- 
ess will be informative and inexpensive, and 
requires no complex installations, or commit- 
ment to any permanent program of account 
keeping.” 


In general the ten papers on cost ac- 
counting which average about 16 pages 
present a very fine summary of the best 
practice of the present day. They are 
recommended not only to cost accountants, 
but also to public accountants and other 
students of accounting. 
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Bf A 


ERIC L. KOHLER, Editor 


Teaching accounting by the 
PROBLEMS case method has often been 
v.CASES _ urged as an extension of the 

problem method, but to date 
only a minor amount of case material has 
been made available. Rumors of the ap- 
pearance of several new case books have 
been heard. Their arrival is awaited with 
a great deal of expectancy. 

What is here referred to as a case differs 
from a problem in that the solution as well 
as the problem is presented. The word is 
used in the same sense as it is applied in the 
law schools: there a case is a judicial de- 
cision in whole or in part, consisting of 
a statement of facts, a ruling, and the 
reasons or opinion supporting the ruling. 
So in accounting: the statement of facts is 
a set of audit working papers, or a narra- 
tive exposition of a given financial situation 
in which all necessary data leading up to a 
solution are presented ; the ruling is a bal- 
ance sheet or other financial statement or 
statements or even a report; while the text 
of the auditor’s or accountant’s report or 
a description of the processes followed in 
solving the case corresponds to the judicial 
opinion. 

Obviously the case can be of a more ex- 
tensive character than a problem standing 
alone. Financial investigations, reorgani- 
zations, purchases of corporate assets, 
dissolutions, partitions, arbitrations, form- 
ation of branch houses, establishing of wage 
and profit-sharing agreements, and various 
other situations which the practicing ac- 
countant faces daily—in these lie imex- 
haustable case potentialities. 

Cases will not supplant problems as 
teaching material. Few are yet on the 


market ; and when they do appear they will 
be adopted but slowly, for thy will demand 
much from the accounting instructor. 
Again, a well-devised problem requires 
action as well as reasoning on the part of 
the student, and there is no substitute for 
the constructive effort which the solving 
of problems demands. Rather, the event- 
ual appearance of cases will give rise to 
new courses of instruction which will sup- 
plement existing courses. Case courses 
will find a secure place in the graduate 
school where serious study, small classes 
having the aspect of seminars, and more 
intimate contact with the instructor are not 
only possible but vital. A term course of 
three or four hours a week could probably 
cover no more than two or three cases, but 
the resulting benefits to the maturing mind, 
looking forward to entrance into the pro- 
fession of accounting, public or private, 
would be incalculable. By varying the 
content of a case course each term or by 
providing simultaneous courses made up of 
different classes of cases, a graduate school 
in many ways comparable to schools of law 
could be established. The formation of 
graduate schools of accounting within the 
next decade or two are looked forward to 
with confidence: schools the entire curri- 
culum of whicl. for the final year or more 
will be made up of accounting cases. Lest 
it be feared that a too narrow specializa- 
tion will result, it should be remembered 
that the average practical case in account- 
ing requires for its comprehension not 
merely a technical knowledge of accounting 
but a thorough acquaintance with commer- 
cial law, finance, and business organization 
and procedure generally which are now pro- 
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vided in undergraduate schools or at the 
beginning of the term of graduate instruc- 
tion. The cases selected for study may well 
include the entire background and should 
describe fully even points of having but an 
indirect bearing on the solution. 

From what sources will cases be derived? 
The files of public accountants offer un- 
limited possibilities. Cases could be 
prepared by representative firms of ac- 
countants from actual engagements and 
might conceivably be presented without 
alterations. With the publicity that has 
accompanied many corporate reorganiza- 
tions and refinancings within the last few 
years certainly a few unmodified cases 
might evolve; but it is safe to say that a 
great majority would and should proceed 
from a combination of a number of actual 
situations, in order that a large number of 
points, not present in any one case, might 
be incorporated into them. Experience has 
proven that the practical accountant, with 
a modicum of imagination, can prepare 
these cases from his files without divulging 
any confidences that necessarily attache to 
all his professional work. 

In addition to the value of cases in their 
use by accounting schools would be their 
value to the profession generally. Smaller 
firms of accountants would welcome a case- 
book as a manual for their guidance; larger 
firms would be interested in comparing their 
practices with those of others. 

The preparation of case material is no 
slight task. Bureaus of business research 
are looking for difficult problems. Would 
it not be possible to establish some means 
of cooperation between a number of bu- 
reaus, particularly those located in or near 
financial centers, looking forward to the 
eventual joint production of accounting 
cases? 


Following is an ex- 
tract from a pamphlet 
issued recently by the 
national council of Beta 
Alpha Psi: 

“The public has a right to know and should 
be told how the members of any profession 


ETHICS FOR 
THE TYRO 


are expected to conduct themselves when in 
its employ; only through such knowledge can 
the public determine the measure of responsi- 
bility safely to be placed on the shoulders of 
a profession, and only through such knowledge 
can it discriminate between ethica) and un- 
ethical practitioners. 

“Every profession has rules of conduct 
which have been carefully formulated by its 
national societies. These rules are based on 
the fundamental ideas of honor and fair play 
without which no profession can exist. With- 
out restraint the unscrupulous would gain as- 
cendancy by preying on the uninformed and 
unwary. 

“Ethics with the young accountant is a mat- 
ter much more closely related to his own per- 
sonality and daily activities, and the ‘prin- 
ciples of conduct’ used by Beta Alpha Psi are 
formulated with this in mind. These prin- 
ciples of conduct are important in the life of 
the young accountant just entering the profes- 
sion. He will find that they are fundamental 
to a successful professional life; that they are 
observed by every seasoned and respected 
practitioner as a matter of course. He, too, 
must learn to live up to them zealously and 
courageously. 

“The principles are not concerned with spe- 
cific derelictions, as are the rules of societies 
of practitioners, but they are in harmony with 
such rules. The latter are designed to restrain 
the inevitable minority among professional 
men from encroaching on the rights of others, 
and from performing improper services which 
have been inspired by venality. The rules of 
conduct fostered by Beta Alpha Psi Frater- 
nity, on the other hand, are positive in char- 
acter and relate primarily to the individual de- 
portment of the young accountant as an em- 
ployee of a firm of professional accountants, 
or as an employee of a business enterprise. 

“Intellectual Integrity—Honesty is a fun- 
damental attribute of an accountant. The ac- 
countant, public or private, occupies a unique 
position in professional fields. Although em- 
ployed by one, he must serve the interests of 
all those who are to observe the results of his 
investigation. Tihe financial statements which 
follow his audit of the books of a corporation 
must disclose the vital facts without ambiguity, 
even though it appear that the credit of the 
corporation may be harmed. 

“The accountant cannot, at any time, be @ 
partisan. His balance sheet is the same, 
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whether he is employed by the corporation or 
the corporation’s stockholders, whether by its 
present or its prospective creditors. If he is 
not resolutely honest, he is never free from 
bias and he is unable to separate truth from 
falsity ; and it may even be said that he cannot 
distinguish the essential from the non-essen- 
tial. 

“Confusion arising through first contacts 
with practice, or through fear to make in- 
quiries from the client’s employees or from 
seniors, or through unaccustomed employment 
of the mind in irksome detailed checking (and 
the confusion from these sources during the 
first few months is likely to be severe) is a 
prolific cause of small dishonesties on the part 
of the young accounting tyro. 

“One’s short-comings are not corrected by 
the practice of small deceits. There can be no 
deviation from scrupulous honesty in perform- 
ing assigned tasks and in reporting work done; 
no other standard is acceptable than the hon- 
est performance of one’s full duty. 

“Loyal Service—Loyalty to employer, to 
other employees, and to clients must be un- 
flinching. Tihe policies and rules of the em- 
ployer come first in the accountant’s duties and 
he must follow them to the letter. When he 
can no longer do so, candor will compel him 
to seek other employment. Methods followed 
in making audits, like many systems of ac- 
counts, may not be strictly in accord with text- 
book practice; yet they may be wholly ade- 
quate and professional—the fruits of long 
and successful experience. The accountant 
recognizes that accounting theory and prac- 
tice are far from being standardized and that 
wide variations in procedure exist as between 
professional firms. 

“On accounting engagements, the junior ac- 
countant is, for the time being, an employee of 
the senior in charge and his activities are under 
the senior’s direction. Most seniors welcome 
suggestions, as well as questions, from juniors; 
but the senior’s final judgments may not be 
challenged and must be adhered to strictly. 

“The accountant must not disparage the 
business enterprise on whose books he may be 
engaged. He need not believe in its financial 
success; its management and product may be 
of a low order; but his professional attitude 
exacts the same careful devotion to his duties 
as would be required in the audit of the most 
Prosperous of business ventures. 


“Respect for Confidence—Confidentiality 
marks all the relationships of the accountant. 
Like the lawyer, he must not impart to per- 
sons outside his own organization any confi- 
dential information, whether relating to that 
business or another, which his contact with a 
client has disclosed. His knowledge of a busi- 
ness enterprise ranks in some states as a privi- 
leged communication, in which case he is not 
required to divulge, before a court, any of the 
details of his professional engagements. If 
laws have been created to protect him, he 
should have no doubt that he stands in a fidu- 
ciary relationship with his clients. If he does 
not jealously guard the facts revealed to him, 
his reputation for probity will suffer and he 
will no longer be trusted by those on whom he 
must rely for information essential to the suc- 
cessful completion of his engagements. 

“Professional Bearing—Poise as a quality 
means more than merely being self-possessed. 
The work of the world is being done for the 
most part by people striving together in ami- 
cable relations, rather than by inferiors com- 
plainingly executing the gruff orders of supe- 
riors. And in such relations, the somewhat 
contrasting qualities of assurance and tolera- 
tion are important ingredients. But the pres- 
ence of one of these qualities without the coun- 
ter-balancing effect of the other is likely to be 
disastrous. Hence, they should be insepa- 
rable, even though contrasting. Yet these 
qualities should at all times be under restraint, 
lest assurance be extended to the point of dis- 
tasteful aggressiveness, and toleration be car- 
ried so far as to injure initiative. 

“Irreproachable Associates—The associates 
of a man’s private life react upon his profes- 
sional life as well. No one can live his life 
un-affected by all that touches him; one’s pri- 
vate and public life are intricately interwoven; 
they rise and fall together. It behooves the 
young accountant to guard his private conduct 
as zealously as his professional conduct, and 
to choose his associates not less carefully than 
he chooses his phrases in the writing of an im- 
portant report. 

“Care for Appearances—Appearances may 
seem at first to be unimportant matters. But 
details of personal appearance are often in- 
dicative of underlying character. An observer 
of slovenliness in personal appearance, or in 
the details of a report, instinctively expects an 
equivalent carelessness in professional con- 
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duct. Such carelessness may not be present 
in fact, but outward appearances seldom fail 
to raise the question. While a carefully 
groomed surface may cover a rascal, the ob- 
server's first presumption is always against 
it. Care for appearances also suggests that 
motives are often judged by surface indica- 
tions. Consequently, all action should be en- 
tered upon with a realization that it is subject 
to superficial interpretation.” 

These suggestions for conduct might 
well be adopted for all those who are enter- 
ing the profession. Courses in practical 
ethics are altogether too infrequent. 


J. B. Heckert is collecting 

EARNED opinions on the report of the 

SURPLUS American Institute of Ac- 

countants’ Committee on the 

Definition of Earned Surplus, a résumé of 

which is scheduled for appearance in the 

March Review. Publication will be de- 

layed until permission to reproduce the defi- 

nition has been obtained from the Insti- 
tute’s Council. 


Pending the appearance of Professor 
Heckert’s article it may not be amiss to 
point out a single feature of the definition 
which has aroused considerable comment. 
The Committee favors charging to expense 
depreciation on appreciation, where a cor- 
poration has expressed on its balance sheet 
appraised values in excess of cost. The 
custom of transferring appreciation as 
realized to the revaluation reserve the Com- 
mittee definitely rejects. 

Without attempting to express the offi- 
cial opinion of the Committee on this point, 
it may be observed that the Committee does 
not indicate that it favors appraised valua- 
tions for balance sheet purposes. But when 
appreciated values have been added to the 
balance sheet, the traditional cost theory 
which underlies balance sheet preparation 
has been violated and corporate action in 
this respect is tantamount to a recapitali- 
zation. Ifa stock dividend is declared and 
paid out of the appraisal depreciation, or 


if an actual recapitalization takes place 
whereby the appreciation is merged with 
the values attaching to capital stock, it is 
probable that those who now differ with the 
Committee’s recommendation would raise 
no objection; they would require the bas- 
ing of depreciation on appraisal values. Is 
it a distant step, then, to accord a similar 
perpetual capitalization to appreciation 
which has not been added to capital stock 
values? When consideration is given to the 
ease with which, in these days, a recapitali- 
zation can be effected it will be realized that 
any major operation on balance sheet val- 
uations is not far removed from the 
changes that take place when the capital 
framework of a corporation is subjected to 
the plastic surgery of net worth recon- 
struction. 

Another reason supporting the Commit- 
tee’s conclusion lies in the consistent treat- 
ment of balance-sheet and profit-and-loss 
valuations. If the balance sheet reflects 
one scheme of valuation, and the statement 
of profit and loss another, how can the in- 
vestor, or the business executive, for that 
matter, justify them unless we alter our 
present financial requirement of preparing 
these two statements from the same basic 
facts? 

But perhaps the strongest reason arises 
out of the moral obligation imposed by the 
mere publication, for the benefit of credi- 
tors or stockholders, of the balance sheet 
on which enhanced values appear. The cor- 
poration has gone on record, in its pub- 
lished financial statement, to the effect that 
its assets (i.e., its capital) are worth their 
expressed value. To maintain that value, 
is it not necessary to provide for accruing 
depreciation in an amount larger than 
would ordinarily be the case? Present-day 
financial practice still dictates that capital 
be maintained intact. 

Perhaps the Committee should recom- 
mend that appraised values be expressed 
parenthetically only. Would that be a too 
easy solution? 


| 


THE ACCOUNTING EXCHANGE 


SoLuTION TO PROBLEM 


OLLOWING IS A SOLUTION to the prob- 
K lem appearing in the June issue of 
the Review: 


Barber Manufacturing Company 
Statement of Application of Funds 
Year ending December 31, 1928 


Punds were provided by: 
. Income from operations— 
Net profit, after de- 
ducting federal 
income tax of 
$6,688.95 ...... 
Add: 
Expenses not repre- 


$63,775.53 


Provision for loss 
on purchase 
commitments .. $84,407.21 

Depreciation on— 

Buildings, 
$ 3,638.00 

Machinery, 
18,828.03 


Loss on machinery 
scrapped ....... 


to officer........ 


Loss repur- 
chased bonds... .. 
Sinking fund ex- 
pense paid by 
25.00 
Dividend on invest- 
ment declared 


not paid ........ 56,258.82 


Total income 

from opera- 

Decreases in work- 
ing capital (sched- 
ule omitted) ....... 


$120,034.35 


28,198.36 
Total funds 
provided .... 


Funds were applied to: 
Purchase of fixed assets— 


$146,232.71 


Buildings ........ 22,968.76 
machinery and 
equipment ..... 18,199.82 $ 51,168.58 


Improvements charged 
to building depre- 
ciation reserve .... 


$ 2,567.18 


Contribution to sink- 


Payments in cancel- 
lation of purchase 

contract®: .......... 58,896.95 

dividend paid ..... 30,000.00 
Total funds ap- 
plied, as 
above:....... 


148,282.71 


Of the solutions received, none was 
deemed satisfactory. A number of vari- 
ations in the above solution are, of course, 
possible; but as it stands it is believed to be 
in accord with the best professional prac- 
tice. Comments on the solution are invited. 


Rewative Sates VALUE THEORY OF 
ALLocatTine Costs 


Let us start our study of the use of rela- 
tive sales values as a basis of allocating 
costs by examining cases in which the ap- 
plication of this specific bit of accounting 
technique has been recommended by well- 
known accounting authorities. 

Eggleston and Robinson have a chapter 
entitled “Cost Arithmetic Connected With 
Material Expenditures” in their book, 
Business Costs.’ They write: 


“Raw ostrich feathers are purchased in lots 
at various prices, depending upon the general 
character of the feathers... . . After the 
feathers are received by the manufacturer, 
they have to be graded or selected. The proc- 
ess consists in selecting the feathers accord- 
ing to the quality of the plume they can be 
made into... . . Unless there are reasons to 
the contrary, the selling price forms the best 
guide in attaching weights to be used as con- 
version factors when repricing a commodity 
after the grading process.” 


Wildman and Powell in their Capital 
Stock Without Par Value’ discuss the head- 
ing “Preferred and Common Shares” as 
follows : 

“A well-known industrial recently offered 
its no-par preferred and its no-par common 

1D. Appleton and Company, New York, 1921, 


p. 175-6-7. 
2A. W. Shaw Company, Chicago, 1928, p. 173. 
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shares in combination, share for share. The 
stock was listed and sold on the exchange in 
combination. After a short interval, however, 
the two classes were separated and trading 
began in each class. The opening price for 
the unit was approximately $100. The open- 
ing prices for the separate stocks were about 
$75 for the preferred, and $25 for the com- 
mon. Probably no better basis could be had 
for apportioning the cost of the respective 
stocks, by persons who had acquired these 
stocks as a unit in ways other than through 
purchase on the exchange, than on the basis 
of the first sales prices for the separate 
stocks,” 

De Witt Carl Eggleston has a chapter 
entitled “Material Cost Calculations” in 
his book, Problems in Cost Accounting.’ 
The author says: 


“Tt often happens that a manufacturer finds 
it necessary to grade material either before it 
can be used or after it has undergone one or 
more processes. Whenever a quantity of ma- 
terial valued at an average price is graded into 
different lots ... . the calculation of the new 
values which are to be used in place of the 
average price paid for the original lot, neces- 
sitates the use of what statisticians call 
weighted averages. .... It is assumed by the 
hat manufacturer that, although an average 
price was paid for the lot of Panama hat bod- 
ies purchased, the bodies which are suitable 
for making into $10 hats are worth twice as 
much as those which can be made only into 
$5 hats.” 


The chapter on “Buildings” in Seymour 
Walton’s Auditing* contains the following: 


“When a large parcel of land is bought and 
subdivided for sale in city lots . . . . the proper 
method would be to have all the lots in the 
tract valued separately in proportion to their 
proposed selling price so as to spread the 
total cost equitably over them all, and then to 
take an inventory of the unsold lots at cost.” 


Income Tax Regulations’ under the 
heading “Property Acquired upon an Ex- 
change” read as follows: 


*D. Appleton and Company, New York, 1918, 
. 60-1. 
*Alexander Hemilton Institute, 


1911, p. 75-6. 
* Regulations 74, Article 597. 


New York, 
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“A purchased a share in the X Corporation 
in 1920 for $100. Upon a reorganization of 
the X Corporation in 1928, A received in place 
of his stock in the X Corporation a share of 
stock in the Y Corporation worth $60, a Lib- 
erty Bond worth $50, and in addition $20 in 
cash. ....A realized a gain of $30 from the 
exchange . .. . the basis for determining gain 
or loss from a subsequent disposition of the 
Liberty Bond being its fair market value at the 
date of the exchange, $50.” 


Under the caption “Sale of Stock and 
Rights” the Income Tax Regulations’ say: 


“Where common stock is received as a bonus 
with a purchase of preferred stock or bonds, 
the total purchase price shall be fairly ap- 
portioned between such common stock and the 
securities purchased, for the purpose of deter- 
mining the portion of the cost attributable to 
each class of stock or securities.” 


Under the same caption, the Income Tax 
officials have ruled that: 


“Tf the shareholder . . . . sells his rights to 
subscribe, the cost or other basis of the stock 
in respect of which the rights are issued shall 
be apportioned between the rights and the 
stock in proportion to the respective values 
thereof at the time the rights are issued.” 


We have seen the relative sales value 
theory used in connection with: 


1. Ostrich plumes bought in bulk. 

2. Preferred and common stock bought 
as a unit. 

3. Panama hat bodies bought in bulk. 

4. Real estate lots bought in a sub-divi- 
sion. 

5. Stocks and bonds received after re 
organizations. 

6. Common stock received as a bonus. 

7. Stock rights sold instead of exercised. 


It is interesting to note that the topics 
under discussion at the time the respective 
authors promulgated the rules were unre 
lated, and that not one of the authors sug- 
gested that the rule given with respect to 
each accounting difficulty followed a gener 
ally accepted principle. 


* Regulations 74, Article 58. 
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ion The above excerpts present a fair illus- No-par common stock warrants sold with 
of tration of how American accountants de- no-par preferred stocks.” 

ace velop well defined accounting practices and No-par common stock warrants sold with 
of ignore the underlying theory involved. no-par common stock.”* 

‘ib- This idea of building up unrelated tech- * The warrants may be detachable” or 
a niques for each accounting point is the rea- non-detachable.** 


son why it took a court decision, Miles v. 
the Safe Deposit and Trust Co., 259 U. S. 247, 
the before the Income Tax Unit changed its 
practice in regard to stock rights to agree 
with the above rule. 

The acceptance of the relative sales value 
ay: theory of allocating costs is important be- 
cause new opportunities for its application 
are constantly appearing. The stock war- 
ap- rants sold with bonds are a case in point. 
Stock warrants have been sold as follows: 


If non-detachable, the common stock 
warrants sold with bonds or preferred stock 
constitute a case similar to the facts in the 
Wildman and Powell excerpt. If the war- 
rants are detachable, they constitute a case 
like stock rights except for the fact that 
the relative sales values at date of issue 
cannot be used. If the first available and 
equitable sales values are used, it appears 
that the relative sales value theory should 
be used. 


eter- No-par common stock warrants sold Illustrative Problem. On July 1, S 
le to with bonds." bought five bonds, par $1,000, five years, 
Par common stock warrants sold with * Per cent, at 995. The bonds each won 
Tax Roti ried a detachable stock warrant giving the 
No-par common stock warrants sold holder the option to Say ton shaves eased 
its to with par value preferred stock.® mon stock at 25. Within the option period, 
aa I~ S sold the warrants from two bonds for 
shall "Missouri-Kansas Pipe Line Company ($1,500, $100 and one of the bonds (warrant de- 
i the es aenerer 6.50% Sinking Fund Gold tached) for $997. Give S’s entries, assum- 
~abeil The Pompeian Corporation ($650,000) 64% 8 that he exercised the options contained 
” Twelve-Year Sinking Fund Gold Debentures. in the other warrants and that no separate 
Presidential Refining Corporation ($2,000,000) i 
value Ist (closed) Mortgage Gold Bonds. vabens or the 
Memphis Natural Gas Company (36,300,000) Tights were available before t e date of sale. 
Ist Mortgage 6% Sinking Fund Gold Bonds. A tentative solution is: 
ew York and Foreign Investing Corporation Let CB=Cost of bonds ex-warrants 
9,000,000) T -Five Year 51 ld - 
ought oo Series oe ive Year 5%%% Gold Deben CW =Cost of warrants ex-bonds. 
Southern Natural Gas Corporation ($13,000,- SB=Sales value of bonds ex-war- 
Jk 000) Ist Mortgage 6% Sinking Fund Gold Bonds, 
Series of 1944. rants. 
»-divi- Transcontinental Oil Company ($12,00,000) SW=Sales value of warrants ex- 
tee Ten-Year 64,% Sinking Fund Gold bonds. 
8. 
er re ; Then 
Tampa Union Terminal Company ($700,000) a 
Sinking Fund Gold Debenture Bonds. CB:CW=SB:SW 
nus. General Steel Castings Corporation 1st Mort- or 
sed. gage 51,% Gold Bonds, Series A. 
The Wayne Pump Company ($2,000,000) 6% * Crosse and Blackwell, Inc. (52,000 shares) 
topies Sinking Fund Gold Debenture Bonds. $8.50 Cumulative Preference Stock. 
op! *Gesfurel ($5,000,000) 6% Sinking Fund Gold The Mayt ym gi (265,000 shares) Cumu- 
pective ntures. lative Prefe Stoc 
> unre Republic Realty Mortgage Corporation ($1,- Selected Industries Incorporated (700,000 
000,000) Ten-Year 61/,% Sinking Fund Collateral shares) $5.50 Dividend Prior Stock. 
rs SUS § Trust Notes, Series A. Associated Telephone and Telegraph Company 
pect to *Melville Shoe Corporation ($2,250,000) 6% Ist (80,000 shares) $6.00 First Preferred Stock. 
gener erred Stock. American and Continental Corporation (8265,- 


The International Printing Ink Corporation 


(87,000,000) 6% Cumulative Preferred Shares. 


Lane Bryant, Inc. ($1,500,000) 7% Cumulative 
Preferred Stock. 


000 shares) No-Par Value Common Stock. 

* Transcontinental Oil Company, supra. 

* Associated Telephone and Telegraph Com- 
pany, supra. 
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(CB+CW) :CW=(SB+SW) :SW Cash 997.00 

Substituting, Bond Investment 
4,975 : CW = (4985 + 250) :250 (1/5 X $4,737.42) 947.48 Me 
Solving, Profit and Loss 49.52 | 
CW =$2387.58 Stock Investment 892.54 The 
CB =$4,975—$287.58 = $4,737.42 Stock Warrants 142.54 | 
Journal Entries Cash 750.00 

Bond Investment $4,975.00 

Cash $4,975.00 While the above solution cannot be sup- trac 
Stock Warrants 237.58 ° ported by quoting from accounting av- regi 
Bond Investment 237.58  thorities, it is in accordance with the rela- law 
Cash 100.00 tive sales value theory of allocating costs 
Stock Warrants and should be accepted until a better one J gig 
(2/5 X $237.58) 95.04 can be proposed. mai 
Profit and Loss 4.96 G. H. NewLove as i 
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REVIEWS 


Mergers and the Law. National Industrial Con- 
ference Board, New York, 1929. x-153 pp. 
The Futility of the Sherman Act. Samuel Russell, 

Washington, D.C. 64 pp. 

As early as the middle of the fourteenth cen- 
tury was perceived the importance of regulating 
or prohibiting in the public interest at least some 
trade practices. Legislation against forestalling, 
regrating and engrossing* was followed by common 
law decisions reflecting, first, an “industrial system 
...- based upon status,” and, later, a general pol- 
icy in favor of competition unfettered by restraints 
wider than reasonably necessary to subserve some 
main lawful purpose. The repeal of these statutes 
as ineffectual or mischievous® left the common law 
decisions unaffected. They recognized the possi- 
bility of reasonable restraints in connection with 
and merely incidental to the sale of a business, the 
hiring of an employee, and the formation and con- 
duct of a partnership. During the nineteenth cen- 
tury in this country each state developed its own 
common or statutory law, but when business or- 
ganizations extended their activities beyond the 
limits, and hence beyond the regulatory or super- 
visory jurisdiction, of any one state, the national 
power was invoked to curb the actual or alleged 
menace from improper competitive practices. There 
isno federal common law,‘ hence the federal rule 
must be declared by Congress. The Sherman Act 
is that declaration. It is characteristic of our legis- 
lation. Instead of dealing with specific evils it pur- 
ports to be a panacea to be applied alike to ills 
of consolidations, joint and cooperative enter- 
prises,° salesmanship devices,* and relations between 
capital and labor.’ In seemingly simple form, it re- 
affirmed the common law rule in favor of genuine 
and actual competition and imposed civil and crimi- 
nal liability upon combinations in restraint of inter- 
state or foreign commerce and upon effecting or at- 
tempting to effect a monopoly therein. 

The first of the texts now under review was 
prepared by Myron W. Watkins, Esq., “under the 


125 Edw. III St. 4 c. 3, cf. 5 and 6 Edw. VI 
¢. 14, 23 Geo. III c. 53, sec 2. 

*Dyer’s case Y.B. 2 Hen. v. f. 5. 

*12 Geo. III c. 71, 7 and 8 Vict. c. 24. 

*Wheaton v. Peters 8 Pet. (U.S.) 591, 657; 
Western Union Telegraph Co. v. Call Publishing Co. 
181 U.S. 92, 101; Swift v. Philadelphia and Reading 
Railroad Co. 64 Fed. 59. 

*Maple Flooring Mfg. Association v. U.S. 268 
U.S. 568; Cement Manufacturers’ Association v. 
U.S. 268, U.S. 588; U.S. v. Trenton Potteries Co. 
273 U.S. 392. 

*U.S. v. General Electric Co. 272 U.S. 476. 

"U.S. v. Brims 272 U.S. 549; Bedford Cut Stone 
on v. Journeymen Stonecutters’ Association 274 

37, 


general supervision of the Staff Economic Coun- 
cil.” It is a thoughtful, scholarly work, present- 
ing in a dispassionate manner, conclusions intelli- 
gible and interesting to the layman and important 
to the lawyer. The author finds three stages in the 
development of the federal law: (1) the decision 
in the Knight case* to the effect that manufacture 
is not commerce and accordingly that the Sherman 
Act does not apply to the former,’ and the deci- 
sions in two cases* to the effect that all contracts 
whether in reasonable restraint of trade or not 
were forbidden by the Sherman Acct if they resulted 
in any restraint upon interstate or foreign trade, 
(2) the period 1904-1911, with its “surprising” con- 
clusion in the Northern Securities case,‘ and (3) 
the two decisions in 1911 establishing the “rule of 
reason.”> Then follows a penetrating analysis of 
some twelve cases, including the United Shoe Ma- 
chinery* and United States Steel Corporation’ 
cases, and ending with the Eastman Kodak case,’ 
which reaches the seemingly anomalous conclusion 
that whereas a wholesaler may rightfully stop deal- 
ing with a manufacturer for reasons sufficient to 
himself, yet a mere refusal by a manufacturer to 
continue to sell to a former customer may be found 
by a jury to be expressive of an intent to monopo- 
lize, although there was no direct evidence 
whatever that the defendant’s refusal was pursu- 
ant to a monopolistic purpose. Certainly the ab- 
surdity of submitting such an issue to a jury is 
emphasized by the irreconcilable results reached in 
these two cases. The fundamental question is 
whether the imperative need for legislative protec- 
tion against predatory trade practices which, to the 
public detriment, exterminate competition is not 
better satisfied by the present law—despite the in- 
definiteness of its standards and the uncertainty 
in their application—than would be the case if 
there were an inflexible and inelastic rule or no 
rule at all? The student who thoughtfully con- 
siders the materials and weighs the arguments 


US. v. E. C. Knight Co. 156 U.S. 1 

? Industrial Association of San Francisco v. U.S. 
268 U.S. 64. 

* U.S. v. Trans-Missouri Freight Association 166 
U.S. 290; U.S. v. Joint Traffic Association 171 U.S. 
505. 
* Northern Securities Company v. U.S. 193 U.S. 
197. 
* Standard Oil Co. v. U.S. 221 U.S. 1; U.S. v. 
American Tobacco Co. 221 U.S. 106. 

*U.S. v. United Shoe Machinery 247 U.S. 32. 

TUS. v. U.S. Steel Corporation 251 U.S. 417. 

Eastman Kodak Co. v. Southern Photo Ma- 
terials Co. 273 U.S. 359. 

* Federal Trade Commission v. Raymond Bros.- 
Clark Co. 268 U.S. 553. 
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found in this book will have made no inconsider- 
able progress toward answering this problem. 

Mr. Russell’s pamphlet, dated “Washington, D.C., 
September 20, 1928” begins with an indictment of 
the Sherman Act upon the grounds that (a) no 
one, with negligible exceptions, has been convicted 
and imprisoned for its violation, (b) injunction 
proceedings thereunder are ineffectual, and (c) 
there have been no “notable cases” wherein treble 
damages wre recovered under section 7. After a 
summary of the early English law (hereinbefore re- 
ferred to) as to forestalling, regrating, and en- 
grossing, and a statement of the author’s belief 
that the adoption of similar principles would be 
highly beneficial to trade in this country, the text 
proceeds to characterize the Sherman Act as “nug- 
atory” because it seeks to prevent “mere negative 
agreements . . . . mere inactivity” (8) and to 
add that it should be held “void for uncertainty.” 
It is said that the “rule of reason” supposed to 
have been announced in the Standard Oil and 
American Tobacco cases means, and has meant, 
nothing since the court “refused to disintegrate the 
United States Steel Corporation” (18). The au- 
thor pays his respects to the Fed -al Trade Com- 
mission and to the Clayton Act and then deals 
with the aggregation and concentration of cor- 
porate capital. Apparently he has no confidence, 
either in the common law machinery of indictment 
by grand jury and trial by petit jury (36), or in 
the ability of the courts to deal efficiently with un- 
fair trade practices in the absence of a mandatory 
statute more explicit than he deems the Sherman 
Act to be. Accordingly he has prepared and an- 
nexes a number of bills of such diverse subjects 
as protection of trade, the establishment of rail- 
road rates, railroad “conjunctions,” railroad wages, 
the mercantile marine income tax, rediscount rate, 
currency, coinage, weights and measures, and bank 
credits and clearings. It is interesting to com- 
pare this text and its conclusions with those of Mr. 
Watkins. Each author points out particulars where- 
in the present law fails to work satisfactorily. Mr. 
Watkins concludes that the evils which might come 
from an inflexible and inelastic rule, either of nar- 
row restriction or broad license, would certainly 
far outweigh any ill effects that may attend the 
operation of the anti-trust law as now in force 
(152, 158). Mr. Russell has recourse to the bills 
just enumerated. The reader, like the reviewer, 
will no doubt feel grateful to each for inducing him 
to reconsider his own premises, and possibly to re- 
shape his own conclusions, in this important field 
of law. W. Bass 


Introduction to the Mathematical Theory of Fi- 
nance. C. H. Forsyth. John Wiley & Sons, 
New York, 1928. v-205 pp. 

The author of this book states in the preface 
his intention of treating the fundamental theory 
“in as elegant a manner as possible regardless of 
the mathematical principles used.” It is offered, 


therefore, not as a treatise on mathematics, but 
as a book on theory of finance which uses mathe- 
matics merely as a tool. 

The author fulfills his purpose and the text- 
book is free of elaborate mathematical demonstra- 
tions and derivations of formulae. Throughout it is 
taken for granted that the reader or student is 
familiar with the mathematical principles used in 
the development of the fundamental theory of 
finance. 

Chapters two, three and four are devoted to con- 
sideration of the valuation of single sums and series 
of sums. Considerable emphasis is placed on the 
conversion period and the effective interest rate in 
the valuation of single sums and to the valuation 
of annuities when the payments do and do not 
coincide with the interest conversions. 

In chapter five various topics included under 
the title “Capitalization” are discussed. The prin- 
cipal topics considered herein are—Perpetuities, 
The Cost of Extending the Life of an Article, 
Value of a Mine, and Comparison of Productive 
Property. 

Bond valuation, amortization of premium, ac- 
cumulation of discount and related topics are de- 
veloped in chapter six. The author departs some- 
what from the usual in his selection for discussion 
of “Bonds Bought to Yield a Specific Rate of 
Interest Assuming the Amortization Factors to Ac- 
cumulate at Another Rate,” “The Schedule of a 
Bond Involving a Practical Rate of Interest,” 
“Residues,” and “Transformation of Bond Sched- 
ule to a Calendar Basis.” 

Chapter seven is devoted to the discussion of 
depreciation. 

In chapter eight several problems common in 
business but seldom discussed in textbooks are 
treated by the author. The subjects treated in- 
clude, Two Rates of Interest, Two Rates Used in 
Valuation of Annuities, The Yield of a Dividend- 
Paying Venture, The Rate Realized upon Shares in 
Building and Loan Associations. 

Chapters nine and ten are devoted to insurance 
and related topics. 

Throughout the text the author furnishes an 
abundance of discussion material and exercises 
for the application of the principles which have 
been developed. 

As a whole, considering the purpose of the book, 
the type of training it presupposes, the strict ad- 
herence to the development and application of the 
principles of finance, and the out of the ordinary 
development used by the author, the book is a com- 
mendable contribution to the literature on this 
subject. James V. TONER 


Handbook of Corporate Management and Procef- 
ure. Earl H. Saliers. McGraw-Hill Book Co, 
New York, 1929. 1237 pages. 

This book is intended to be a reference book 
for all who are concerned in corporate affairs. The 
large amount of data contained is presented in 
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three sections, entitled respectively “Corporate Or- 
_— “Finance,” and “Management and Con- 


Me first section, which makes up a fourth of 
the total, is devoted to a rather detailed considera- 
tion of the legal aspects of the corporate form of 
organization from the time of promotion, including 
the nature of corporations, their promotion, steps in 
incorporation, the charter, stockholders and their 
meetings, powers and duties of directors, and by- 
laws. One hundred sixty-two forms illustrate the 
text. 

The second section, on finance, covering nearly 
a third of the volume, includes 118 forms and ex- 
amples of bonds and trust indentures. The various 
aspects of financing for working and permanent 
capital are discussed and illustrated. 

The third section of the book is the longest, 496 
pages. Again a considerable portion of this total is 
taken up by forms, there being 182, requiring over 
250 pages. Among the topics here discussed are: 
appraisals, corporation reports, budgets, balance 
sheet analysis, voting trusts, plant, stock transfers, 
the stock exchange, holding companies, insolvency, 
reorganization and governmental regulation. 

A relatively large portion of this handbook is 
given over to consideration of questions arising 
in connection with organization and reorganization, 
and relatively little to problems of managerial con- 
trol. After a detailed discussion of all phases of 
how to get the corporation started, its charter, 
by-laws and the duties and liabilities of directors 
and stockholders, one is rather startled to find no- 
where in the large volume any discussion of in- 
ternal organization and the duties of the president, 
treasurer, secretary or controller; nowhere is there 
consideration of who shall be responsible for the 
various functions and how best to organize the 
necessary departments. While such matters as 
stock transfers (now commonly made by a trans- 
fer agent) and the stock exchange are discussed 
at considerable length, there is no organized treat- 
ment of what information is needed for manage- 
ment purposes and how to get it. The index dis- 
closes that accounting for appraisals, bond issues, 
capital stock, finance companies and sinking fund 
transactions are considered in various parts of the 
book, but of the two chapters specifically mention- 
ing accounting in their titles, one concerns capital 
stock and the other appraisals. (Almost one-tenth 
of the section on Management and Control is con- 
cerned with appraisals. Forty-seven of the fifty- 
four pages in the chapter on Corporation Reports 
are reproductions in whole or in part of the pub- 
lished reports of large corporations. Internal re- 
ports are covered in two pages. Only eight pages 
are devoted to the subject of budgets and only 
twelve to balance sheet analysis. The sole refer- 
ence to cost accounting is in the chapter on In- 
Vestment in Plant. About a fifth of the section 
on Management and Control deals with bankruptcy 
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and insolvency proceedings and problems of reor- 
ganization. Examination of the chapter is en- 
titled State and Federal Regulation reveals over 
half the chapter to be a series of miscellaneous 
forms ranging from a voucher check and notary 
public’s bond to an assignment of wages. 

The book contains a great deal of valuable in- 
formation. It emphasizes, however, those problems 
normally referred to an expert, as a lawyer, 
rather than the problems met in every day life by 
the corporation officer and for help upon which he 
would be more likely to seek a book entitled “Hand- 
book of Corporate Management and Procedure.” 

W. P. 


Office Machinery and Appliances. Lawrence R. 
Dicksee. Gee & Company, London, 1928, 234 pp. 
The chief purpose of this text was apparently to 

impress upon the “general public the absolute ne- 

cessity of introducing machinery into office life to a 

far greater extent in the future than has ever been 

thought desirable in the past—.” In the preface 
to the first edition, written in 1916, Professor Dick- 

see says “the present volume may be regarded as a 

pioneer attempt to break altogether new ground.” 

Our American readers should realize that Pro- 

fessor Dicksee is speaking primarily to English 

business men, in whose offices today one is not 
likely to find as many office appliances in use as 
in the average American office. 

It is very difficuit to criticize a text which is so 
largely descriptive of the equipment selected by 
the author. 

The first five chapters of the third edition (1928) 
treat the following subjects: 

I. The Early History of Machinery, and the op- 
position that its introduction invariably gave 
rise to. 

II. The Nature of Office Work. 

III. The Lay-out of the Office. 

IV. Measuring Output and Allotting Duties. 

V. Office Equipment. 

Beginning with Chapter V, the text material 
consists for the most part of descriptions of vari- 
ous office appliances. In order that our American 
instructor may know of the equipment and ma- 
chines described, a list of the chapters, with the 
names of appliances described, is given herewith: 

Chapter VI. Instructional Machines: Extendo- 
phone; Walligraph; Dictograph; Telegraphone; 
Telewriter; Teletype; Lamson Paragon Pneumatic 
Tubes; Dictaphone. 

Chapter VII. Writing, Copying and Manifold- 
ing Machines: Mignon Typewriter; Hooven Avto- 
matic Typewriter; Carbotyp; Multigraph Fountain 
Pen; Carbograph; Roneo Rotary Copier; Rotador; 
Gestetner Company Stencil Paper; Opalograph; 
Gammeter Multigraph; Roneotype; Setotype; 
Facsimo; Ditto; Lucigraph; Photostat; Melin 
Black Press Reprinting Machine. 

Chapter VIII. Mailing Machines: Lightning 
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Envelope Opener; Folding Machines of the In- 
ternational Multigraph Co. (Britain) Lim.; Visible 
Envelope Sealer; Multipost; Poko (stamp Affixing 
machine); Pitney-Bowes Mailing Machine; Uni- 
versal Postal Franker; Mail-O-Meter; Signagraph; 
Tod Check Signer; Protectograph; Mignon Check 
Writer; Addressograph; Adrema; Addressal; Ad- 
dressamite; Roneo. 

Chapter IX. Figuring Machines: Adding Ma- 
chines (Sundry American makes mentioned with 
the line of the Burroughs Adding Machines and the 
Sundstrand quite fully described later in the chap- 
ter); Comptometer (very complete description) ; 
Original Odhner; Eos; Toute-Automatique Madas 
Machine; Nova Brunsviga and Brunsviga Dupla; 
Lucid; Monroe; Mercedes Duplex. 

Chapter X. Coin Handling Machines; Interna- 
tional Coin Counter; Brandt Automatic Change 
Giving and Wage Paying Machines. 

Chapter XI. Wages Computing Machines: In- 
ternational Autograph Recorder; International 
Dial Recorder; Ticketograph; Gledhill-Book Time 
Recorder; Calculagraph. 

Chapter XII. Sorting, Filing and Indexing: 
Kohlhaas; Roneo Distributor; “Stik” Desk Tidee; 
Paramount System; Kardex and Acme Visible In- 
dex. 

Chapter XIII. Accounting Machines: Bur- 
roughs Bookkeeping Machines; Sundstrand Ledger 
Posting Machines; Elliott-Fisher Machines; Smith 
Premier Accounting Machines. 

Chapter XIV. Ledger Systems. 

Chapter XV. This Hollerith Machines. 

The last chapter deals with Working Costs, and 
discusses and illustrates the problems of interest 
on investment, depreciation, and repairs as ap- 
plied to office equipment. 

The book is written in the clear and charming 
style which characterizes the writings of Profes- 
sor Dicksee. The American accounting instructor 
will profit by reading the book and learning what 
our English friends are advised to use in their 
offices. 

F. H. 


Commodity Exchanges. Julius B. Baer and George 
P. Woodruff. Harper & Bros., New York, 1929. 
viii-319 pp. 

When an author writes a new book on the com- 
modity exchanges, our first question is, What are 
his credentials? Mr. Baer, a New York attorney, 
the principal author of this book has intimate, first- 
hand information on at least four of the New York 
exchanges, namely, rubber, raw silk, metal, and 
hides. He has, of course, made a long and careful 
study of the literature of all the chief exchanges 
in this country and other countries, and particu- 
larly of the legal questions involved. For Mr. Baer 
is counsel for the four exchanges just named. Mr. 
Woodruff is a member of the New Jersey bar, 
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and is also an investment analyst for the Alexander 
Hamilton Institute. 

This book may be characterized in general terms 
as stressing the functions of the commodity ex- 
changes rather than their history or organization. 
It does not discuss, one by one, the commodity ex- 
changes of this country. It uses the topical ap- 
proach. For instance, of the fifteen chapters, eley- 
en are devoted to these subjects: the futures con- 
tract; hedging; speculation; the clearing house; 
crop reports and market price statistics; grading 
standardization and inspection; government regu- 
lation; economic function of commodity exchanges; 
law of commodity exchanges; legality of clearing 
house operations. More space is given to grain and 
cotton than to the four exchanges formed within 
the last few years. It seems to the reviewer that 
the author ought to have devoted most of his 
attention to the new and little known exchanges. 

In the course of the work, however, the author 
uses to illustrate his point facts drawn from past 
or current practices on these different commodity 
exchanges: grain, cotton, coffee and sugar, rubber, 
silk, cottonseed oil, cocoa, metal, butter and eggs. 

The book has a freshness of approach and 
does contain a large amount of new information. 
When the fact is recalled that rubber and silk now 
form two of our three leading imports, it is ob- 
vious that New York’s new rubber and silk ex- 
changes are commercial institutions of great im- 
portance to this country. 

The author finds that speculation on the or- 
ganized exchanges does perform an economic serv- 
ice; that short selling is both necessary and bene- 
ficial; that future trading would prove beneficial 
in the case of many new commodities, including 
wool, petroleum, tobacco, potatoes, onions, apples, 
and possibly coal. The author also believes that 
future trading on the organized exchanges steadies 
prices, reduces handling costs, and furnishes for 
the world a good price barometer. 

In a chapter of only sixteen pages the author 
has given us a remarkably concise and compre- 
hensive discussion of government regulations. He 
begins his chapters with these words: 


Legislation, both federal and state, affecting com- 
modity exchanges falls into two broad divisions; 
efforts to cripple or destroy the speculative ma- 
chinery of the exchanges and laws directed against 
certain abnormalities such as corners, or against 
rules and practices which it has been deemed de- 
sirable to regulate or change in the interest of busi- 
ness welfare... .. It is worth noting here that 
in the older states in some of which laws prohibitory 
of future trading were passed before the West was 
settled, there has been little or no attempt in mod- 
ern times to interfere with the legitimate workings 
of commodity exchanges. Public opinion as inter- 
preted by the legislatures has been confined to cor- 
recting abuses where they have existed rather than 
directed at prohibitory legislation. 
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The author is to be congratulated on the clear- 
ness of his style and on the fairness of his dis- 
cussion of all controversial points. His aim seems 
to be to state the truth as briefly and simply and 
gracefully as possible. He has produced a book 
which is unusually easy to read. Once or twice 
when treating some historical aspect of future 
trading his pen slips a little. But when he is deal- 
ing with current practices and existing organiza- 
tions he is on very solid ground. If the publishers 
in their wisdom would only put a low price on this 
book it would certainly find its way as a text book 
into many college classrooms. 

James E. Borie 


Gano’s Commercial Law. Revised by Ralph E. 
Rogers and Clyde O. Thompson. American 
Book Company, 1929. vi-409 pp. 


The problem of presenting legal principles in 
such form that they can be digested and assimilated 
by students who are, or hope to be, not lawyers 
but business men is one which has occupied the 
attention of several teachers of law, some of them, 
such as Professor Williston and the late Dean Huff- 
cutt, leaders in their field. The former sought to 
make such a presentation in his manuals prepared 
for the American Institute of Banking. Dean Huff- 
cutt’s book on business law is still commonly seen 
and used. A review of a more recent work of 
similar character’ appeared recently in the columns 
of this review. 

It is said that Gano’s Commercial Law is in 
more extensive use in High Schools than any other 
text. The contents indicate chapters on law and 
property in general, contracts, sales, agency, nego- 
tiable instruments, guaranty, bailment, insurance, 
teal property, fixtures, partnerships, corporations, 
bankruptcy, and courts and their jurisdiction, to- 
gether with test problems, statutes, forms and a 
glossary. The text, exclusive of preface and of in- 
dex, covers 398 pages. 

The reviewer does no more than refer to what 
may merely be the vicissitudes of seeing the volume 
through the press, such as Taylor for Tayloe (24), 
and the omission of the year from each of the 
instruments on 147, 152, 156 and 159. Less venial 
but perhaps preferable to the same general class, 
are the meaningless or misleading sentence (159) 
to the effect that the payee* of a check must pre- 
sent it for payment within a reasonable time after 
issue or the drawer will be discharged “from loss 
occasioned by the delay,” which should, of course, 
tead “from liability thereon to the extent of the 
loss caused by the delay,” and the unfortunate 
transposition (95) “received and actually accepted” 


+Principles of Business Law by Professors Dil- 
lavou and Howard. 

* Should it not be read “the holder?” 

* Negotiable Instruments Law, sec. 186. 


instead of “accepted and actually received.”* Again, 
if there is a reason why “contracts entered into 
over the telephone”—as to which it is said to be 
advisable to require the confirmation in writing— 
should be found at the end of a chapter on con- 
sideration, it has not occurred to the reviewer. It 
also seems inadequate to say merely that a nego- 
tiable instrument is a written contract 

special privileges (146), and that it passes freely 
as a substitute for money because a third party 
taking it under certain circumstances can enforce 
it while “the original holder perhaps could not” 
(164), and to leave the statement of these “ 
privileges” until the material on “defenses” (175). 
It is rather curious to write about negotiable in- 
struments for nearly thirty out of forty-eight pages 
without any except vague statements (164) as to 
what is meant by negotiability. 

A more serious objection is that the “case prob- 
lems” carry no citation of authority, or other indi- 
cation of their source. The student cannot (as 
he should be able to) prepare himself in advance 
by reading the original report, and is apparently 
bound by the instructor’s mere declaration of what 
he thinks is the correct decision. No person or 
body of persons in this country could tell how to 
answer some of the questions herein contained 
without knowing in what jurisdiction the decision 
was to be made. Thus, if the problem is whether 
or not the payee may be a holder in due course, 
the answer in Massachusetts, and in many states, 
is “yes,”*> but in Iowa® and some others it is “no.” 
On the grounds of the authoritativeness of the 
answer, and of fairness to teacher and students, 
the omission of citations—or the use of material 
to which there are no citations—is regrettable. 

The next comment is suggested by the table 
of contents. What knowledge of so many subjects 
could a beginner in law possibly acquire in one 
year’s work at a high school? What place have 
such subjects as guaranty and real property (in- 
cluding fixtures) in a high school text? Guaranty 
is by far the most difficult and arbitrary part of 
the law of contracts, and in law schools is usually 
studied only in the third year, certainly not in 
the first. An even stronger objection lies in the 
inclusion of real property, including fixtures. It 
is doubtful if one high school teacher out of ten 
thousand has the technical knowledge requisite to 
give beneficial or reliable instruction upon estates 
in land, conveyances, tenancy, mortgages or fix- 
tures. However familiar a lawyer might be with 
the general rule as to the importance of the re- 
lationship of the parties, of the extent to which 
the annexed article corresponds to the uses to which 
the land is appropriated, and of the mode or de- 
gree of annexation, in determining the intent of 


“Sales Act, sec. 4 
* Liberty Trust Co. v. Tilton 217 Mass. 462. 
* Vander Ploeg v. Van Zuuk 170 Ia. 444. 
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the annexor, he would be slow to take the responsi- 
bility of advising a client as to his rights in 
some of the case problems on 300, 301. If there had 
been, in place of these chapters, the same amount 
of space devoted to torts, the change in the opinion 
of the reviewer would have been much for the 
better. No less for practical importance than 
because a great and healthy interest is engendered 
on the part of the student, the subject of torts 
should have a prominent place in a high school text 
book on commercial law. 

In several places, the treatment is notably inade- 
quate. The “definition” of law as a “rule of ac- 
tion” commanded by the sovereign (1), the treat- 
ment of the development of the common law (3) 
and of the history and present bases of separate 
jurisdiction in equity (4), the inclusive language 
as to when a default in one instalment is a breach 
of the entire contract (13),’ the statement of the 
law of partnership (302-327) and of ultra vires 
(384), are examples. There are also some singular 
omissions. The incapacity of persons under the 
influence of stimulants or narcotics is not referred 
to in the chapter on “capacity”. The index dis- 
closes no reference to estoppel other than the defi- 
nition in connection with partnership (303), where- 
as this principle (which pervades the entire law 
in a most important manner) should be defined, dis- 
cussed and illustrated at or near the beginning. 
The same is true of bona fide purchase for value 
without notice, except that it does not appear in 
the index at all. The paragraph on innocent mis- 
representation (29) omits to mention that an inno- 
cent misrepresentation incorporated as a term or 
condition of the contract is ground for disaffirm- 
ance.® There is no reference to the subjective 
element in duress (32).” The text does not state 
the three cases wherein alone the unpaid seller has 
a lien.“ or refer at all to his two nights of rescis- 
sion. Again the order of treatment is curious. 
The structure and jurisdiction of the courts, a mat- 
ter of primary interest and importance to the stu- 
dent, is left until page 354 and so perhaps is 
never reached at all. The Statute of Frauds be- 
gins on page 52 after the triumphant remark four 
pages earlier “We have now considered every ele- 
ment necessary for a valid and binding contract” 
(48). If the requirement of form expressed in the 
Statute of Frauds is not an element “necessary for 
a valid and binding contract,” it is difficult to see 
what those words are supposed to mean. The 
text and illustrative case (54, 55) omit the vital 
distinction between original and collateral promises” 
and the statements in the case are hard to recon- 


7 Cf. Sales Act, sec. 45. 

®*Green y. Gunsten 154 Wis. 69. 

* Behn v. Burness 8 B. and S. 761. 
* Galusha v. Sherman 105 Wis. 263. 
™ Sales Act. sec. 54, 

® Sales Act, secs. 61, 65. 

* Davis v. Patrick 141 U.S. 479. 


cile with Swift v. Pierce“ “Agreement” (22) is 
taken up after capacity (14). Inasmuch as “the 
most popular description of a contract .... is 
also the most exact one, namely that it is a promise 
or set of promises which the law will enforce,™ 
and a “contract is that form of agreement which 
directly contemplates and creates an obligation,” 
it would seem more logical and reasonable to 
consider what was meant by “agreement” before 
dealing with the other conditions of enforceability. 

Thus far, it might possibly be thought that the 
reviewer had intimated nothing more seriously 
amiss with the text than an exercise by the author 
(or by the revisors) of a personal taste or judg- 
ment in a manner which seemed to him question- 
able. The following appear to the reviewer to be 
positive and down right errors. 

On page 22, it is intimated that a “tradesman 
by exhibiting his wares” with a price attached 
makes an offer, and a customer by saying he will 
take a certain object makes an acceptance. The 
reviewer has never seen a common law decision, 
or a statement in an authoritative common law 
text, giving the slightest support to this assertion. 
The leading American author on the law of con- 
tracts says in an analagous case that it is the act 
of the customer which is the offer, and that the 
act of the clerk in making delivery “amounts to 
acceptance.” The statement in the text seems 
wholly irreconcilable with the familiar and well 
settled rule that sending by catalogue,* by cir- 
cular,” or by letter,” a statement of terms or con- 
ditions upon which goods will be sold is not the 
making of an offer. 

On page 17, it is said that an “infant’s power 
of attorney under seal . . is in no case valid.” 
In view of the categorical statement that such 
appointment is “always void,” it is surprising to 
find such decisions as Bool v. Mix™ (approved in 
Casey v. Castel™) and Coursolle v. Weyerhauser® 
supporting the view adopted by Professor Willis- 
ton* that to call such appointment void instead 
of voidable is in the nature of an archaism out of 
harmony with recent decisions. 

On page 18, it is said that “the principal illus- 
tration” of cases wherein an infant cannot avoiil 
payment for benefit received is “his contracts for 


“13 Allen 136. 

* Pollock “Principles of Contract,” 9th Ed. (1). 

“Anson “Principles of English Law of Con- 
tracts,” 16th Ed. (2). 

1 Williston on Contracts, sec. 

* Schenectady Stove Co. v. Holbrook 101 N.Y. 


45. 
* Montgomery Ward Co. v. Johnson 209 Mass. 
89 


» Ashcroft v. Butterworth 136 Mass. 511. 
Moulton v. Kershaw 59 Wis. 316. 

217 Wend. 119. 

22937 N.Y. 305. 

369 Minn. 328. 

* 1 Williston on Contracts (444). 
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necessaries”; and on page 72 “an infant’s contract 
for necessaries at a reasonable price is binding.” 
The true theory is that in such a case the infant 
is held, “not strictly speaking on his actual prom- 
ise,” but “on a promise implied by law."* He may 
avoid his contracts to pay for necessaries just as 
he may other contracts, but if he does so a quasi- 
contractual liability will be imposed on him by law 
which he cannot avoid.” 

The statement on page 28, that a mutual mis- 
take as to the legal effect of a contract makes it 
yoidable, is inconsistent with the rule that a mis- 
apprehension by one or both of the parties with 
reference to the legal effect of the terms of the 
contract (unless it is altogether unintelligible) is 
no ground for avoidance,” and the case which is 
given seems to be in conflict with Taylor v. Finni- 
gan* to the effect that the failure of the plaintiff 
landlord to install in a theater leased to the de- 
fendant, additional means of egress (with the re- 
sult that the defendant’s license to carry on theatri- 
cal performances was suspended) was no bar to 
a suit for the rent. If the case is supposed to 
mean that inability to secure the necessary con- 
sent or co-operation of third persons constitutes 
such legal impossibility as to excuse the promisor, 
that result is opposed to a long line of cases begin- 
ning with Hopkins v. Grazebrook* and including 
Wareham Bank v. Burt® and Hokenson v. Western 
Emp. Land Co.™ 

On page 34, it is said that if an illegal contract 
“has been voluntarily executed ... . it is binding.” 
This implies the legal anomaly of a “void” tran- 
saction becoming binding. Furthermore, the con- 
dusion is not true as applied either to the more 
excusable of parties not in pari delicto™ or to 
me induced by fraud to enter into the illegal tran- 
saction.* 

On page 36 it is said that a contract entered into 
m Sunday to be performed on any other day is 
valid if the parties thereto recognize it as such 
m 4 subsequent week day. This is an extraordinary 
misconception. It is the assent manifested by the 
adoption on a secular day that makes the contract, 
and all the elements of a new contract must then 
be present. The Sunday agreement has “no par- 
tial validity such as would make it capable of sub- 
sequent completion. .. . . The law annulled it and 


*Trainor v. Trumbull 141 Mass. 527-530. 

*1 Williston on Contracts, sec. 240. 

"Rice v. Dwight Mfg. Co. 2 Cush. 80. 

*189 Mass. 568. 

"6B. & C. 31. 

"5 All. 113. 

“132 Minn. 74. 

“Fitzgerald v. Guaranty Security Corp. 289 
og 174; Keramanou v. H. V. Greene Co. 80 N.H. 


“Nat. Bank & Loan Co. v. Petrie 189 U.S. 428. 
nag Skinner Irrigation Co., v. Burke 231 Mass. 
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there was no object of ratification. .... Any ar- 
rangment or agreement between the parties on any 
subsequent day . . . . would be a new and inde- 


On page 40, it is said that “the consideration 
must be possible.” Unless an agreement is im- 
possible in the sense of “so absurd that the parties 
could not be supposed to have so contracted,” or 
obviously impossible of performance in the nature 
of things by anyone, mere impossibility does not, in 
the ordinary way, excuse non-performance.” 

Several liability (49) does not usually mean that 
each is liable “for only a part of the contract,” 
but that each is liable separately and alone for 
the entire amount.” 

In states where the period of limitation is “six 
years” (74) a note maturing in “one year would 
be enforceable for seven years”! In other words 
it would be enforceable—that is, suit could be 
maintained—during the one year before maturity, 
as well as for the six-year period thereafter set 
by the Statute of Limitations! This is one of the 
“important points” in large print for the student 
to remember with particular care. 

Under the Uniform Sales Act, sending the goods 
C.O.D. is said (98) to indicate that title does not 
pass until payment is made and the goods de- 
livered. Unfortunately, the Statute™ says that pre- 
sumably title passes upon delivery to a carrier or 
other bailee for the buyer, pursuant to the con- 
tract to sell, and “this presentment is applicable 
even though by terms of contract the buyer is to 
pay the price before receiving delivery of the goods 
and they are marked with the words collect on 
delivery or their equivalent.” It seems to the re- 
viewer that this is about as inexcusable as a mis- 
take could ever be. With the statute supposedly 
before him—he had given an inadequate summary 
of it at the bottom of page 92—the author states, 
and the revisors affirm, something radically differ- 
ent from what the statute declares the law to be. 

Another equally serious mistake of the same 
charcter is found in the sections regarding bank- 
ruptcy (348-353). Apparently the revisors, pre- 
paring this edition of 1929, had never heard of the 
important amendment made to the Bankruptcy 
Act in 1926. Thus they say that there are five 
acts of bankruptcy (349) whereas the 1926 amend- 
ment added another and states plainly that there 
are now six acts of bankruptcy. Nor is there any 
reference to important changes made therein as 
to the grounds for refusing a discharge (352). 

Where a number of articles each of a value less 


* Day v. McAllister 15 Gray 433, 434. 

* Clifford v. Watts L.R. 5 C.P. 577, 588. 

* Blackburn Bobbin Co. Ltd. v. Allen & Sons 
Ltd. 1918 1 K.B. 540; Reid v. Alaska Packing Co. 
43 Ore. 429. 

*cf. Pruyn v. Black 21 N.Y. 300, 308. 

® Sales Act sec. 18. 

“44 Statutes at Large 662. 
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than the amount specified in the Statute of Frauds, 
but together of a value exceeding that amount, are 
sold, it is not, as intimated (26), a question of 
law, but a question of fact, whether the different 
purchases were so connected in time and place 
and in the conduct of the parties that they may 
fairly be taken to have intended the whole series 
to constitute one trade.“ 

One of the most extraordinary of statements in 
the book is that sale on trial, sale on approval and 
chattel mortgage are merely a “form of condi- 
tional sale” (99). What measure of accuracy in 
distinguishing between analogous yet essentially di- 
verse transactions is to be expected from students 
trained up on such a misconception as this? 

On page 111 it is said that the finder of lost 
property “never” acquires a good title to it. This 
is a remarkable assertion in view of the fact that 
the Statute of Limitations would be a complete 
defense, since the owner waiting more than six 
years before bringing suit loses his legal remedy 
by lapse of time and cannot thereafter either main- 
tain or defend a suit for the goods.“ Moreover, 
if a finder gives proper notice thereof and the 
true owner does not appear within a specified time, 
it is sometimes provided that the property “shall 
enure to the finder.”“ 

It is not true (140) that agency is a subdivision 
of the law of contracts. Agency arises not merely 
by agreement, but by ratification, by estoppel, or 
by necessity. Its scope is far broader than mere 
contractual rights and duties, and includes those 
arising ew delicto. Nor is it true tnat a gratuitous 
agent “is not liable for failure” (140). He is not 
liable for nonfeasance, but he is liable for mis- 
feasance.“ 

The statement (156) “the acceptance may be 
on the bill or in a separate written statement” 
is a most inaccurate summary of the provisions 
of the Negotiable Instruments Law.“ 

On the next page, the statement “until the bill 
is accepted the drawer is the party liable” is 
equally inaccurate. Until an instrument is dis- 
honored by nonacceptance or by nonpayment by 
the drawee, and due notice thereof given to the 
drawer, the liability of the latter to pay the in- 
strument does not ordinarily become fixed or ab- 
solute in any sense whatever. 

It must not be supposed that the reviewer has 
made a special effort to find every infelicitous 
passage or dubious statement in the text. He 
marked for comment those which caught his atten- 
tion during a hasty perusal of different parts of 
the book. He has, however, already spent more 
time and taken more space than he intended when 


“Weeks v. Crie 94 Me. 458; New Richmond 
Ete. Co. v. Arnquist 170 Wis. 180. 

“Chapin v. Freeland 142 Mass. 338. 

@G.L. (Mass.) c. 184, see. 1, 4 (one year). 

“Thorne v. Dea 4 Johns 84 

“Sec. 133, 184, 135. 


he started this work, and he leaves the subject 
with the conclusion that, as regards the foregoing 
particulars, the book is not, in his opinion, com. 
mendable in its present form. 

W. 


Capital Stock Without Par Value, by John R, 
Wildman and Weldon Powell. Ronald Pregs, 
New York, 1928. x, 553 pages. 

The appearance of Capital Stock Without Par 
Value adds a very worth while contribution in a 
much-discussed and very important field of ae- 
counting and business activity. So far as the re- 
viewer is aware only one other book of similar 
import has appeared, that being Robbins’ No-Par 
Stock; it is natural, therefore, that one’s first 
thought should be to compare the volume 
reviewed with that which appeared somewhat ear- 
lier. 

Each book is composed of certain chapters 
prepared by the authors, and of a section compris- 
ing excerpts from the various statutes governing 
no-par stock issues; similarly each book contains 
a bibliography of the literature on the subject. A 
comparison of the text material may be summarized 
somewhat as follows: 

Pages of Text: 


Wildman and Powell ............... 288 pages 
Chapters: 

Wildman and Powell ....... 22 chapters 


Nature of the Study: 

Robbins. Outgrowth of a thesis on the problem 
of par value, being a study mainly of source ma- 
terials. 

Wildman and Powell. Based partly upon 4 
thesis submitted by the junior author in partial 
fulfillment of requirements for the Master of 
Science degree at the University of Illinois, and 
being a study of source materials, plus the judg- 
ment and experience of the senior author. How im- 
portant this latter element is in a volume on at 
counting need not be emphasized in this review! 
Historical: 

Robbins. Nothing—would merely “try the pa 
tience of the reader.” 

Wildman and Powell. Chapter IIl—a chapter 
of eighteen pages setting forth in a very interest 
ing manner the developments leading up to the 
passage of no-par statutes in the several states. 
Actual Illustrations : 

Robbins. Very few—a perusal of the volume 
reveals only two instances, and these appear to be 
wholly suppositious cases. 

Wildman and Powell. Ample—in certain it 
stances the name of the corporation serving a5 a 
illustration is given, in other instances the reader 
is told that the figures are taken from published 
accounts, while in still other instances suppositious 
figures are used to illustrate abstract principles. 
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The sections of the books giving excerpts from 
the statutes of the various states may be similarly 
compared; this section of Robbins’ book comprises 
84 pages, whereas Wildman and Powell give 248 
pages to an analysis of these laws. Robbins merely 
included the Synopses of the No-Par Stock Laws 
as published by the Corporation Trust Company of 
New York in January, 1926; Wildman and Powell 
specifically analyze the statutes, and quote various 
sections verbatim from the statutes. The analysis 
of the statutes has been subdivided as follows: 
1, A general statement of the statutory authority 

for the creation of shares without par value, 

and of the classes of corporations permitted 
to issue such shares. 

2. A description of the classes of stock that may 
be without par value. 

8 Provisions as to the manner of fixing the con- 

sideration for the issuance of no-par shares, 

and stockholders’ liability in connection there- 
with. 

Requirements as to capitalization. 

Changes in capitalization. 

Dividends—surplus available for dividends, 

and the liability of directors with reference 

thereto. 

1. Taxation—how stock without par value is as- 
sessed for purposes of fixing filing fees, fran- 
chise taxes, and so forth. 

8. Miscellaneous provisions not covered in the 
foregoing seven subdivisions. 

This portion of the book alone makes Capital Stock 

Without Par Value a valuable manual, even though 

the authors state very specifically (page 291) that 

the material “is included as a matter of general 
interest only.” ‘The analysis is made as of October 

1, 1927, and as the statutes are undergoing changes 

constantly the reader is warned to search them 

carefully for more recent amendments “before tak- 
ing action governed by them.” 

A perusal of the table of contents, which gives 
not only the chapter titles but also the sub-titles 
appearing in the various chapters, gives a very good 
idea of the ground covered by the book. These 
chapters headings are: 

I. The Significance of Shares Without Par 
Value 
II. Historical Development 

III. Advantages and Disadvantages, and Con- 

clusions 

IV. Rational Accounting for No-Par Shares 

V. Consideration for Original Issue 

VI. Stock Subscriptions, Donated Stock, Un- 

issued Stock 

VII. Treasury Stock 
Relation of No-Par Stock to Surplus 

IX. Changing from Par Shares to No-Par 

Shares 
X. Two classes of Common Shares 
XI. Stated Capital and Stated Share Values 
XII. Preferred Shares Without Par Value 
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XIII. Preferred and Common Shares Without 
Par Value 
XIV. Cash Dividends in Relation to No-Par 
Stock 
XV. Stock Dividends in Relation to No-Par 
Stock 
XVI. Voting and Nonvoting Shares 
XVII. Reorganization 
XVIII. Merges and Consolidations 
XIX. The Use of No-Par Shares in Flotations 


XX. No-Par Stock in Relation to Taxation 
XXI. Effect of Various State Laws 
XXII. Conclusions 


Pages could be written concerning the good 
things that are contained in this volume. After a 
somewhat careful perusal of it, the reviewer is of 
the opinion that it is one of the simplest, most 
sensible statements on accounting matters that 
has appeared in recent years. This, coupled with 
the fact that it deals with a much-debated and most 
elusive subject, assures it a permanent place in 
the literature of accounting. 

The ‘commendable thing about the volume is 
that first things are put first, or, to state the mat- 
ter differently, important things are those which 
are emphasized. For example on page 59 and fol- 
lowing the authors emphasize that capital repre- 
sents all contributed swms, under whatever cap- 
tion they may be recorded in the books. Merely 
because a part of the contributed capital is re- 
corded as surplus is.no reason why that portion 
is available for men, and accountants as well, may 
read with profit these sensible and reasonable pro- 
nouncements of principles which apply to capital 
stock without par value. 

At the same time it is possible to criticise cer- 
tain statements made, particularly with reference 
to the advantages of no-par stock. On page 38, 
for example, it is strongly intimated that no par- 
stock will prevent overcapitalization; it probably 
does accomplish this in many cases, but several 
most flagrant instances of overvaluation of assets 
have come to the reviewer’s notice even though the 
stock issue was one of no-par value. On page 45 
it is intimated that the use of shares without par 
value increases the total market value of the capital 
stock outstanding—in the example given, is it not 
probable that the same thing would have been 
true had the new shares been of $25 par value in- 
stead of shares without par value? Again, on page 
54, the authors suggest, if they do not directly say 
it, that if cash is borrowed with which to pay a 
dividend out of real earnings (the assets realized 
from the earnings having been put back into “assets 
outside of the current group”) there “is consid- 
erable probability that the borrowing .. . . could 
be construed as payment out of capital.” It would 
seem that this is contrary to all accepted teachings 
in accounting principles. But these, and similar 
criticisms, are comparatively insignificant when 
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considered in the light of the text material as a 
whole. 


J. Huen Jackson 


Keane’s Manual of Investment Trusts, Second An- 
nual Number, by C. P. Keane, Financial Pub- 
lishing Company, New York, 1929. 1,488 pp. 


With the increase in investment trust securities 
until it is estimated that $2,500,000,000 has been 
invested in this type of financial enterprise, the 
development of a manual of investment trusts has 
become highly essential. To cover so wide a field 
satisfactorily from the standpoint of all those who 
will refer to the manual requires careful organiza- 
tion. 

The second annual number of this manual pre- 
sents statements of 414 investment trusts. The in- 
dex which lists the trusts in alphabetic order is 
in itself of distinct advantage in distinguishing be- 
tween the various corporations of this type, many 
of which have such similar names that confusion 
is very easy. 

Part I of the volume, which is by far the 
largest section, treats briefly each of the trusts 
mentioned. After the name of the organization 
appears a brief statement of its affiliations and its 
history. Because of the importance of both the 
capital structure and the type of securities held, 
this information is given in some detail. A list of 
the directors and officers is followed by a brief 
summary of the important features of the manage- 
ment contract and description of the investment 
regulations or policies that are followed. 

A detailed statement of the securities authorized 
and outstanding, together with a statement of the 
rights of each shareholder, is especially valuable. 
The transfer agent, registrar, and method of offer- 
ing the securities to the public are also stated. In 
most instances balance sheets are given, although 
many of the investment trusts are making their 
financial statements as condensed as possible. 

Because of the secrecy with which many of these 
organizations surround their activities, the manual 
is compelled to confine its statements in a large 
number of cases to generalities concerning the 
types of securities which are held. In other in- 
stances, a list of representative investment hold- 
ing of the trust is given, but no statements as to 
the amounts of the holdings. In a few cases, how- 
ever, the trust has permitted the publication of its 
entire list of holdings, together with the number 
of shares held of each security as of a certain 
date. 

The question of redemption of certificates, the 
dividend, reserve policies, and distribution of pay- 
ments receive less treatment than would be ex- 
pected, probably because of the newness of many 
of the investment trust organizations and the fact 
that these policies have not become firmly estab- 
lished or at least have not been made public. The 


discussion of operating expenses, beyond the state- 
ment of the fee paid the trustee or management, 
usually on a percentage basis, is not given in any 
great detail. 

Perhaps the most striking characteristic of the 
trusts described in this section is the apparent 
wide variety of purposes for which they are es- 
tablished and the varying amounts of authority 
given the management. In some instances the 
amounts which may be invested in any one security 
and the types of industry in which investments may 
be made is specified in considerable detail and the 
management either not allowed to change the in- 
vestment policy or at least only to indicate changes 
of a rather minor nature. In other instances the 
management apparently has full power to carry 
on almost any form of investment program which 
it desires. The officers or trustees are protected 
in their activities, furthermore, not only by not be- 
ing held accountable for any losses that may be 
incurred but also by being permitted to keep the 
activities of the trust entirely confidential and to 
disclose no record of their operations to outsiders. 

An attempt is made to give the latest informa- 
tion on those trusts which publish quarterly state- 
ments or whose list of holdings was not available 
when the main body of this section was set in 
type by including addenda giving the latest in- 
vestment holdings and other information of as many 
of the trusts as possible. In addition, a list of 
the principal British investment companies operat- 
ing in 1928 is given showing the number of ordi- 
nary shares, preferred stock, and debenture bonds 
outstanding. This list is particularly interesting in 
view of the long history which most of these trusts 
had prior to the popular development of the trust 
idea which has only recently taken place in Ameri- 
ca. 

Part II of the manual gives an estimate of 
$1,000,000,000 investment trust securities now held 
by American investors. This estimate has been re- 
vised to $2,500,000,000 by several investment writers 
since the manual went to press because of the large 
increase in both size and number of investment 
trust issues. Several papers are included on in- 
vestment trusts and investment trust securities of 
the future by Messrs. Leland R. Robinson and 
Paul Clay which are particularly valuable to any- 
one wishing to obtain a brief picture of the present 
condition in the investment trust field, the prob- 
able future developments, and the danger that is 
always inherent in a rapidly expanding branch of 
business which in its promotional stage frequently 
attracts men whose financial policies and manage- 
ment principles are not always in accord with the 
soundest financial practice. 

The report of the investment trust committee 
of the Investment Bankers Association of America 
which appears in this section is of especial signifi- 
cance, since it recommends complete disclosure of 
the activities of a trust, as follows: 
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“], Complete list of officers and directors. 

“g. The outline of the plan for capitalization. 

“g, Whether the securities offered are secured 
by any lien or represent merely a general 
debt. 

“4, Whether there are in existence any liens 

upon the assets. 

“5, What restrictions, if any, exist regarding 

the investment powers of the management. 

“6. Whether audited statements will be pub- 

lished and, if so, how frequently and to 

what extent information will be released.” 
The report concludes with a discussion of the in- 
vestment trusts of Great Britain. 

Other articles on “Experts who Invest for Lay- 
men” and “The Accounts of an Investment Trust” 
are also worth consideration. The latter article, 
by Mr. Herman E. Schreiber, which appeared in 
“The Journal of Accountancy” for March and 
April, 1929, is especially valuable in distinguishing 
investment trusts from other businesses which 
handie investments, describing the operation of 
trusts under the principle of diversification and 
pointing out the difference in the valuation of a 
portfolio of an investment trust from that of the 
inventory account of a merchandising concern. 
Perhaps the most important part of the paper, 
however, deals with the treatment of profits and 
losses resulting from changing investments, the 
distribution of the profits, the building up of re- 
serves, and a complete description of a general 
accounting system for this type of organization. 

A discussion of the New York Stock Exchange 
attitude toward the listing of investment trust 
securities and a report of the National Association 
of Securities Commissioners, together with a long 
list of state regulations affecting investment trusts, 
should be of considerable value. For those who 
wish to go further into the subject, the manual 
presents a brief bibliography of the leading books 
and articles on investment trusts that have been 
published within the last two or three years. 

A list of the directors, trustees, and advisory 
committees of investment trusts is presented in 
alphabetic order. This directory of directors and 
personnel is particularly valuable, since it gives a 
list of the business organizations and activities of 
each man mentioned. The close relationship be- 
tween various trusts or between trusts and bank- 
ing houses is readily apparent from a brief exami- 
nation of this list. 

Perhaps the most interesting part of the manual 
from the layman’s standpoint is the list of securi- 
ties held by investment trusts with the names of 
the trusts whose portfolios contain this investment 
listed under each security. It is to be regretted 
that in many instances the trusts do not indicate 
the amount of the holding so that it is impossible 
to tell whether only a few shares are held with 
a view to impressing a prospective purchaser with 
the high-grade list when the majority of the in- 


vestment is in stocks of less investment merit or 
whether the commitment in this security represents 
a substantial portion of the investment funds. Even 
with these difficulties it is highly enlightenng to 
note the large number of investment trusts which 
have confined their portfolios to the outstanding 
investment stocks on the New York Stock Ex- 
change. 

The book concludes with New York Curb quo- 
tations on investment trust securities giving the 
high and low prices for the first three months of 
1929 and the high and low prices for the 
month of May. Since the great majority of these 
stocks, however, are sold over the counter, the 
pages devoted to the quotation of the bid and 
asked prices on these securities by quarters from 
the middle of 1927 to the middle of 1929 are of 
particular value in following the market action of 
this type of stock. 

That this manual performs a most important 
function is plainly evident. The lack of specific 
information is largely the result of the policy of 
many investment trusts of keeping their operations 
secret. Because of the popularity of the invest- 
ment trust movement, many financial organizations 
with varying purposes have called themselves in- 
vestment trusts. Thus the list contains widely 
divergent types of organization. Some of the 
trusts appear to have been organized primarily as 
trading corporations or speculative pools. Others 
have been sponsored for the apparent purpose of 
acquiring bank stocks with the expectation of 
using this means to build up what is in many re- 
spects the equivalent of chain banking. Still others 
have been organized by investment houses osten- 
sively to meet the public demand of their clientele 
for investment securities of this type but perhaps 
in reality to enable them to move from their own 
portfolios securities which the public has not been 
ready to buy. Other trusts have been formed pri- 
marily to bring profit to their promoters, as indi- 
cated by the management contract, which provides 
that a large percentage of the profits shall go to the 
promoter or that options, warrants, and similar de- 
vices are used in such a manner that he obtains 
this result. 

With this heterogeneous group appear a num- 
ber of so-called mutual investment trusts in which, 
after a nominal fee hes been paid to the manage- 
ment, all the profits accrue to the stockholders. 
It is this last type of trust which has typified 
the development abroad and whose popularity has 
made it possible to sell the securities of other 
organizations under its banner. The shares of 
these trusts usually sell on the basis of liquidat- 
ing value, whereas those of the more speculative 
type which give little information to the public are 
frequently pushed upward by speculative activity 
or downright manipulation until their shares sell 
far above liquidating value. 

At present it is necessary for the individual 
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to attempt to determine from the manual into what 


class of these organizations each trust included — 


falls. It probably would not be possible for the 
manual itself to classify these various securities. 
In the future editions, however, if the complete 
list of holdings, the liquidating value of the shares, 
or the absolute refusal of the management to give 
either liquidating value or a list of its holdings 
were stated, the investor would automatically be 
able to classify many of these organizations which 


now masquerade under the general title “invest- . 


ment trust.” 
E. Fraser 


C. P. A. Accounting (Theory, Questions, and Prob- 
lems.) Four Volumes, Third Edition. Revised 
and Enlarged. By George Hillis Newlove. The 
White Press Co., Inc. Washington, D.C., 1928. 
xxvi—1,835 pages. 

These books are designed for those who have 

had at least two years’ study of accounting in a 

collegiate school. They presuppose that the reader 


is well grounded in the fundamental principles of 


accounting and the subject matter is treated on 
that basis. The books contain excellent material, 
well arranged, and should be of great assistance 
to anyone in preparing for the C. P. A. exami- 
nation in almost any jurisdiction of the United 
States. 

Volume one is divided into three parts. Part 
one consists of lectures, auditing and accounting 
theory questions, and problems. These lectures 
cover first the general field of accounting and 
double entry bookkeeping, and then treat account- 
ing for the various types of business organization. 
Partnership and corporation accounting are dis- 
cussed very thoroughly from organization through 
liquidation. Such items as interest, depreciation, 
general expenses, dividends, surplus, reserves, 
funds, trading, manufacturing, and cost accounts 
have each a full chapter devoted to its discussion. 
At the close of each chapter questions on auditing 
and accounting theory are asked, concerning the 
material discussed in the lecture which has just 
been given in that chapter. Following these ques- 
tions are C. P. A. problems illustrating the prin- 
ciples involved in the chapter. At the end of part 
one, there is an appendix which gives the reader 
added sources of information in various books, 
journals, magazines, and papers. Part two consists 
entirely of additional C. P. A. problems based upon 
all the principles covered in the lectures in part 
one. Part three provides additional questions on 
auditing and accounting theory. 

Volume two is comprised wholly of problem 
solutions. In this volume will be found complete 
solutions to all C. P. A. preblems assigned in part 
one and part two of volume one. 

The mechanical arrangement for volume three 
and volume four is exactly the same as that for 


volumes one and two. Volume three is divided 
into three parts, consisting of lectures, auditing 
and accounting theory question, and C. P. A. prob- 
lems. There is also an unusual list of references at 
the close of part one in this volume. The content, 
too, though different as to subject matter, is ar- 
ranged somewhat on the same idea as to the ma- 
terial in volume one. Volume three devotes a full 
chapter to the discussion of single entry bookkeep- 
ing. Accounting for special conditions such as con- 
solidations, bankrupt organizations, and decedent’s 
estate comprises seven chapters of this book. The 
treatment of accounting for mergers, consolida- 
tions, and holding companies, and the discussion 
concerning the statement of affairs, deficiency ac- 
count, and the realization and liquidation statement 
is especially well done. Auditing in its different 
phases—scope, method of procedure, and certifi- 
cates and reports rendered—takes up three chap- 
tems, and the remainder of the volume discusses 
such miscellaneous items as cash, notes, mortgages, 
personal accounts, plant and equipment, and in- 
tangible assets and allots a full chapter to the treat- 
ment of each item separately. 

Volume four is made up entirely of solutions 
to the C. P. A. problems which have been assigned 
in part one and part two of volume three. 

There are certain features in this set of books 
that are worthy of special mention. In certain 
discussions, the accounting for bankrupt organiza- 
tions, for example, the reader is given a résumé 
of the manner in which over thirty different writers 
treat the various parts of the subject. Space of 
course will not permit the discussion of many 
subjects in this way, but there is an abundance of 
material which is referred to that is worthwhile. 
The solutions to the C. P. A. problems in volumes 
two and four are particularly well set up, and the 
results tie in closely with the federal income tax 
requirements. The time allotted to each solution is 
an average one attained by a large group of stu- 
dents. 

Watrer E. Parks 


Chain Stores, Their Management and Operation. 
Walter S. Hayward and Percival White. Me- 
Graw-Hill, New York, 1928. xiii, 574 pp. 


This is a revision of an earlier work and in 
scope and arrangement it is not essentially differ- 
ent from the earlier editions. The book is divided 
into seven parts. The first discusses the general 
subject of chain store competition and the place 
of the chain store in distribution. The second 


treats of the member store, and the problems con- 
nected with its location, outfitting, and protection. 
The third considers the merchandising problems of 
the chain, such as: buying, selling, advertising, and 
service. Personnel problems occupy the fourth sec- 
tion; while operating problems, such as stock con- 
trol, financing, and insurance complete the fifth 
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. The sixth division is devoted to control. In 
the last, and seventh section, the various fields in 
which chain stores operate are taken up one by 
one. This section indicates the growth of the 
chain store idea and comments on the present com- 
petition of the chain in the various fields of re- 
tailing. 

This book presents a well organized survey of 
chain store merchandising. It covers practically 
every phase of chain store activity in a manner 
readily grasped by business men. The material 
is fully illustrated with well selected examples re- 
cruited from business experiences and should, there- 
fore, supply the teacher of merchandising with 
ample illustrative material. 

The last chapter of the book, “Other Chain 
Fields,” is unusually suggestive of the wide develop- 
ment of the chain store. Here the principles of 
chain operation applied to restaurants, hotels, opti- 
cal goods, automobile accessories, barber shops, mo- 
tion pictures and theaters, loan offices, and other 
forms of business activity are discussed. 

The chapters are short, covering only one main 
topic and can be grasped quickly. On the other 
hand the book lacks continuity of thought. For 
example, in the chapter on “Sales Promotion,” a 
section captioned “Premiums and Trading Stamps,” 
is followed with a discussion headed “Co-operative 
Merchandising Campaigns,” and this is followed 
with a paragraph “Keeping Track of Customers.” 
Thus, because of this sketchy treatment, the reader 
is apt to get a distorted concept of this chapter. 

Many of the books on chain stores are fabri- 
cated on the numerous advantages of the chain or 
on an unreserved belief that all retailing must 
eventually succumb to the chain store method of 
distribution. However, this book adopts the view 
that chain store success is founded on the observa- 
tion of certain rules of procedure, which are no 
other than the sound principles of retailing. Thus 
the policies making for the success of the chain 
store are not beyond the reach of the other retail 
types. The chain store enjoys the advantages of 
large scale retailing, although the importance of the 
much talked of buying advantage is minimized be- 
cause of competition with other chains and with 
co-operative buying associations of independently 
owned stores. Chain store success depends more 
on superiority in accounting and control methods. 
The average independent retailer is in need of an 
appreciation of the importance of accounting and 
control in the operation of his business, and this 
book should prove helpful to the improvement of 
his business methods. 

Co-operative buying is viewed as a defense in 
the hands of the independent retailer against the 
chain. This form of buying is discussed in Chap- 
ter IV, “The Chain Store and Distribution.” Sev- 
eral grocery buying groups are described but no 
indication of their competitive strength is given. 
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This discussion also lacks content because it fails 
to treat of other buying groups. 

Hayward and White present the chain store 
movement as a part of the general trend toward 
more direct distribution with the attending reduc- 
tion of costs of distribution. Thus the chain store 
movement has been characterized by an effort to 
buy nearer the source of supply and thus eliminate 
the middleman’s discount. The implication is that 
distribution costs are lowered with the resulting 
gain to the consumer. This viewpoint apparently 
overlooks the fact that the middleman’s functions 
must be performed and when the chain store as- 
sumes these functions, additional expenses are in- 
curred which may or may not lower marketing 
costs. 

The book contains loose statements such as “The 
chain store can be given credit for discovering that 
the larger the turnover, the less profit it is neces- 
sary to make on each sale to show satisfactory re- 
turns.” The history of retailing is filled with a 
recognition of this fact long before the incident of 
the chain store. The same idea is stated in a cum- 
bersome fashion in a later chapter as the “law of 
the average sale.” Presented in this manner, the 
concept is awkward and meaningless. 

The objective value of continuous reference to 
quotations from persons interested in the chain 
store is questioned. In other words, is a biased 
statement of individuals favoring an institution of 
scientific value? 

In view of the excellent arrangement and pre- 
sentation of material, it is unfortunate that a quan- 
titative estimate of the competitive strength of the 
chain store is omitted, and that the limitations of 
the chain store development are neglected. More- 
over, the feasibility of financing chain store devel- 
opment through the medium of investment bankers 
should form a part of any discussion on chain stores. 

KennetH Dameron 


The Exchanges of London. By S. W. Dowling. 
Butterworth and Co., Ltd., London, 1929. vii, 
260 pp. 

The Exchanges of London, by S. W. Dowling, 
is designed to present a broad and unified view of 
the activities of the various exchanges operating 
as parts of London’s commercial life. At first 
glance, this might appear as a series of separate 
articles. Indeed, the subject of each chapter might 
easily furnish material for an entire book, but the 
author has selected the more important aspects of 
each and throughout has suggested their inter- 
relation. 

The opening chapter on the Royal Exchange 
serves to orient the reader to the atmosphere of 
the book—the Englishman’s feeling of reverential 
awe and unbounded respect for the great financial 
institutions of London, an outgrowth of tradition 
and their long-continued success. One finds it in 
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Galsworthy’s novels as well as in the books of the 
more technical writers such as Bagehot and Clare. 


Following this are chapters on Lloyd’s, the 
Stock Exchange, the Metal Exchange, the Rubber 
Exchange, the Coal Exchange, the London Iron and 
Steel Exchange, the Baltic, the Corn Exchange, and 
the Wool Exchange. Undoubtedly that is an impos- 
ing array of topics for such a small book. The 
method of presentation of each is practically the 
some. First, the author gives a brief survey of the 
development of British trade in that commodity. 
Here one finds innumerable references to coffee 
houses and taverns—the first meeting places of the 
traders, and hence the origins of these great ex- 
changes. Second, he presents a discussion of pres- 
ent practices. This includes a description of the 
building, quarters, and physical arrangements, the 
association and its members, methods of sale, char- 
acter of contracts, and terms used in the regular 
trade. The reader is taken on a visit to the floors of 
the exchanges that he may see how the transactions 
are consummated. Third, there is a brief discussion 
of the sources of supply of the commodity or an 
outline of prices and price trends during recent 
years. Sometimes both of these topics are pre- 
sented for a single commodity. 

Then there is a chapter on Foreign Exchange 
and Foreign Trade which explains how the imports 
and exports are financed. Although at the present 
time there is no organized exchange for bills, the 
beok would be incomplete without this chapter, 
for financing is the link which binds all the ex- 
changes together. The final chapter on The Port of 
London Authority presents a picture of the 
Thames, with its ships, docks, and warehouses. 
There is a brief bibliography which would be help- 
ful to anyone interested in further reading on the 
subject and an excellent and complete index which 
increases immeasurably the value of the book for 
reference purposes. 

A student of marketing as well as one of money 
markets may find the book useful; to the former, 
it would give an idea of how large transactions 
are carried on in an organized manner; to the 
latter, it would present a view of the source of 
all those bills of exchange which are of such tre- 
mendous importance in banking and financial 
circles. Taken as a whole, although certain parts 
are very technical, the book should fulfill the auth- 
or’s desire to have it be of value “to business 
men who wish to see commerce in its wider aspects, 
and the relation of other departments of business 
to their own.” 


Louis O. Foster 


Elements of Land Economics. By Richard T. Ely 
and Edward W. Morehouse. The Macmillan 
Company, 1924. 3638, xviii pp. 

The book was written as an elementary treatise 
primarily for Y.M.C.A. classes in Real Estate, it 
being assumed that some knowledge of the pertinent 
principles of economics and related facts might help 
such classes to a better understanding of their tasks 
as “realtors.” No doubt it is serving in such a 
capacity with a considerable measure of success, 
It should be very helpful to give the rising young 
real estate salesmen and promoters of the country 
the carefully considered social point of view with 
respect to these problems which is embodied in 
this text. 

As a textbook for college classes in land eco- 
nomics, it has not served so well, although it has 
been used in connection with most college classes 
having such a name, no other text being available, 
The principal reason for this failure is probably 
that most college students have had a course in 
principles of economics previously, after which the 
sketchy and superficial analysis of many of the 
chapters in this book fails to win respect or inter- 
est. Such a chapter as that called “Some Funda- 
mental Principles of Economics” would in itself 
go far toward damning the book for such a student. 
The treatment given the principle of diminishing 
returns should have a similar effect. 

The best chapters in the book are those on “Ag- 
ricultural Land Utilization” and “Land Values and 
Valuation.” For both of these, there was some 
good source material to draw upon. It is regret- 
table that one of the diagrams (p. 248) of the 
second of these chapters should speak of the value 
of land “as the sum of the present worth of future 
incomes”—as if future incomes could now be known 
and discounted to the present. It is highly im- 
portant to realize that future incomes of land can 
only be surmised, and hence that the value of land 
is entirely speculative. 

The authors speak in the preface of a forthcom- 
ing “Advanced Land Economics.” There is con- 
siderable in this elementary treatise to suggest that 
the more advanced treatise when it appears will 
have much to offer to senior and graduate students 
in economics and business, and will justify the 
new classification of the subject matter of eco- 
nomics which a title such as “land economics” rep- 
resents. Even the elementary treatise raises many 
interesting problems relating to land classification, 
land utilization, city planning, property rights in 
different classes of land, and land development and 
land settlement. 

Joun D. Brack 
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UNIVERSITY NOTES 


UNIVERSITY OF ALABAMA 


Mr. Harry V. Mitchell has been added to 
the staff as instructor in accounting. A new 
course in “Accounting for Merchandising Con- 
cerns” is being offered this year and a course 


in “Office Management and Control” will also. 


be given. 


UNIVERSITY OF CALIFORNIA AT LOS ANGELES 


The University has moved to its new cam- 
pus at Westwood, twelve miles west of the 
business district this fall. Five of the new 
buildings are now complete and three others 
will be ready for occupancy by the next school 
year. The enrollment has been maintained at 
6,000. Majors in economics are increasing 
and the number of students in advanced ac- 
counting is larger than ever before. 

Professor H. S. Noble is president of the 
Pacific Coast Economic Association which this 
year will meet at Los Angeles. 


UNIVERSITY OF CHICAGO 

Mr. Chester F. Lay of Texas University 
is serving as Visiting Professor of Accounting 
for the current year. Mr. H. F. Rehn of 
Texas University is an assistant in the de- 
partment this year while pursuing graduate 
studies. 

Mr. C. H. Daines is serving as a member of 
the educational committee of the Illinois So- 
ciety of Certified Public Accountants. 


UNIVERSITY OF INDIANA 

Mr. Thomas W. Rogers, A.M., Chicago, has 
entered the department as assistant professor 
of industrial management. Mr. Rogers last 
year taught at Drake University. 

A monograph on ‘‘Fixed Property Records 
—Their Forms and Uses” by Professor A. L. 
Prickett has recently been published by the 
N.A.C.A. “A Comparison of Labor Turn- 
over among Men and Women in Two Large 
Chicago Companies” by Mr. Rogers was pub- 
lished in the Labor Review of January, 1929. 


IOWA STATE UNIVERSITY 

A “C, P. A. Review” by Mr. Sidney G. 
Winter, head of the division of accounting, has 
Just been announced by Prentice-Hall, Inc. 


UNIVERSITY OF KENTUCKY 


Mr. A. J. Lawrence has been added to the 
accounting staff as instructor. 

An article on “Analyzing Financial State- 
ments for Credit Purposes” by Professor R. D. 
Haun was published in the Credit Monthly 
for July. 


MARQUETTE UNIVERSITY 

Mr. Patrick Gahagan, lecturer in account- 
ing, has resigned his work in day classes to 
devote more of his time to private business 
practice. He will continue his work in the 
evening section. Mr. Leo Raimon will take 
over his dayschool work. 

Twelve of the sixteen students in the C.P.A. 
preparation course conducted by Mr. R. R. 
Sevenich, C.P.A., have just taken the Novem- 
ber C.P.A. examination. 


UNIVERSITY OF MARYLAND 


The accounting courses have been thor- 
oughly revised during the past year. New 
equipment for the laboratory and recitation 
rooms has been purchased. Some sixty stu- 
dents are now enrolled in the courses and a 
second year course has been opened to meet 
the request of students interested in carrying 
on advanced work. 

Mr. Bernard T. Dodder is in charge of all 
accounting work. 


UNIVERSITY OF MARYLAND 


Mr. M. B. Daniels, formerly of the bureau 
of business research of Colorado University, 
is now a part-time instructor in this depart- 
ment. 

Professor H. F. Taggart recently passed the 
Michigan C. P. A. examination. Mr. Tag- 
gart has in preparation a monograph on Real 
Estate Accounting which will be published by 
the bureau of business research. 


UNIVERSITY OF MINNESOTA 


Two new men have been added to the staff 
to replace men who resigned last spring. Mr. 
Oswald Nielsen of Chicago University is an 
assistant in accounting, and Mr. E. G. Erik- 
sen, instructor. Mr. Eriksen, in addition to 
his teaching duties, will hold the position of 
financial adviser to student organizations. 
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UNIVERSITY OF MONTANA 

Dean R. C. Line has just completed a series 
of Retail Merchants’ Institutes in a number 
of the larger towns of the state under the aus- 
pices of the University. Special lectures were 
given by Professor Tate of Oregon State Col- 
lege and Mr. Keyes of Minneapolis. 

The local chapter of Alpha Kappa Psi is 
planning a personnel survey in an attempt to 
determine qualities necessary for success in 
business. 


UNIVERSITY OF SOUTH DAKOTA 


Professor Tiffany will deliver a lecturéjgn 
Commercial Arbitration over station KUS ) 
in December. Mr. Tiffany and Mr. Mon. 
gomery are publishing in the next issue of the 
state historical publication a study of ““Devel- 
opment and Control of Railroads in Dakota 
Territory.” 


SOUTHERN METHODIST UNIVERSITY 
New courses in Investments and in Public 
Control of Business are being offered this 
year. The registration in accounting courses 
is over 600 this year and the advanced courses 
show a very substantial increase in enrollment. 


UNIVERSITY OF TEXAS 
Professor Lay is this year serving as visit- 
ing professor at the University of Chicago. 
Mr. Herschel Walling, instructor in account- 
ing, has been transferred to the bureau of busi- 


ness research during the absence of Associate 
Professor Rehn. 

Mr. G. McCulley, Mr. L. B. Raisty, and 
Mr. J. A. White are new instructors in ac- 
counting. Mr. Raisty is on leave from the 
University of Georgia and Mr. McCulley 
comes from Edinburg Junior College, Texas. 

C.P.A. certificates have been issued to Mr, 
Lay, Mr. Walling, and Mr. C. D. Simmons, 


UNIVERSITY OF TENNESSEE 
Dr. Frank B. Ward of the University of 
Pennsylvania has come to the department this 
fall as associate professor of finance. Mr. 
Car] Distelhorst, instructor in accounting, was 
doing graduate work at the University of Iowa 
the past summer. 


UNIVERSITY OF UTAH 

The School of Business now has an enroll- 
ment of 590, and includes about one-sixth of 

1e entire student body of the University. 

Mr. Dilworth Walker, instructor in statis- 
ti. 3 and economics, has been assisting the Utah 
Ta: Revision Commission in compiling sta- 
tist +s relative to their study of the tax situ- 
ation. 

STATE UNIVERSITY OF WASHINGTON 

Mr. J. M. McConahey, C.P.A., is a mem- 
ber of “1e C.P.A. examining board. 

Eight students have recently passed the 
Beta Alpha Psi examinations. Each member 
of the fravernity agrees to deliver a paper at 
one of the .aeetings during the year. 
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Adams, J. P., 299 Doyle Avenue, Providence, Rhode 
Island; Brown University 

Aitken, Wm., 1000 Electric Chambers, Winnipeg, 
Canada; University of Manitoba 

Alexander, C. E., 542 Skinner Building, Seattle, 
Washington 

Alford, M. W., 4665 Labadie Avenue, St. Louis, 
Missouri 

Allen, Carl E., 117 Commerce Building, University 
of Illinois, Urbana, Illinois 

Abn, I. W., 205 School of Business, University of 
Minnesota, Minneapolis, Minnesota 

Altiere, Edward S. A., 988 Hospital Trust Build- 
ing, Providence, Rhode Island; Commercial 
High School 

Amidon, L. Cleveland, Hudson View Gardens, 188rd 
and Pinehurst, New York, New York; Uni- 
versity of New York 

Andersen, Arthur, 1814 Harris Trust Building, 
Chicago, Illinois; Arthur Andersen and Com- 
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seiko, T. Coleman, P. O. Box 756, Richmond, 
Virginia; T. Coleman Andrews and Company 

Angleson, Leon G., 182 Crane Avenue, Royal Oak, 
Michigan 

Antle, Lloyd L., 240 North Avenue, N.W., Atlanta, 
Georgia; Georgia School of Technology 

Amdt, Edmund C., 84 E. Randolph Street, Chi- 
eago, Illinois; De Paul University 

Ams, Charles M., University of Dayton, Dayton, 
Ohio 

Avery, Harold G., Bradley Polytechnic Institute, 
Peoria, Illinois 

Ayars, Robert D., 1 State Hall, University of Pitts- 
burgh, Pittsburgh, Pa. 

Ayling, W. U., 198 Highland Avenue, Detroit, 
Michigan 


Bacas, Paul E., 12 Young Avenue, Pelham, New 
York; New York University 

Bachmann, John J., Dept. of Agriculture, Packers 
~ Stockyards Administration, Washington, 


Bacon, Albert T., 208 S. LaSalle Street, Chicago, 
Illinois; Albert T. Bacon and Company 

Bagliano, Cesare, Via Trotti, 40, Alessandria, Italy ; 
Instituto Tecnico Superiore 

Bailey, Everett S., 4152 Eliot Street, Denver, Colo- 
rado; Regis College 

Baily, H. H., 118 Commerce Building, University 
of Illinois, Urbana, Illinois 

Baird, John H., 723 National City Bank Building, 
Cleveland, Ohio; Waite and Company 

Ball, Lee C., 684 N. 12th Street, Corvallis, Oregon; 
Oregon State College 

Ball, William H., 1925 First National Bank Build- 
ing, Detroit, Michigan 

Bamberg, William H., Northwestern University, 
Chicago, Illinois 

Barb, Thos. V., 611 Hospital Trust Building, Provi- 
dence, Rhode Island; Northeastern School of 
Commerce and Finance 

Barlow, Albert J., Box 72, University, Virginia 

Barnes, D. L., 840 S. Flood Avenue, Norman, Okla- 
homa; University of Oklahoma 

Barr, Andrew, Jr., 1898 Yale Station, New Haven, 
Connecticut; Yale University 


Bartizal, John H., 75 E. Wacker Drive, Chicago, 
Illinois; Northwestern University 

Baumann, Harry P., 208 S. LaSalle Street, Chicago, 
Illinois; Northwestern University 

Bayer, Walter A., 878 Jefferson Avenue, Brooklyn, 
New York; New York University 

Beale, Phoebe, 509 St. Louis Street, Baton Rouge, 
Louisiana; Louisiana State College 

Beaman, R. J., 1418 Union Central Building, Cin- 
cinnati, Ohio; R. J. Beaman and Company 

Beatty, Willard C., Dept. of Economics, Brown 
University, Providence, Rhode Island 

Beaty, Earl, Berrien Springs, Michigan, Emmanuel 
Missionary College 

Becker, Karl H., 44 Bradfield Avenue, Roslindale, 
Massachusetts; Northeastern University 

Beckert, Ralph F., 11 Park Place, Athens, Ohio; 
Ohio University 

Bee, Clair F., Rider College, Trenton, New Jersey 

Begley, John P., 4418 S. 28rd Street, Omaha, Ne- 
braska; Creighton Universi 

Beights, D. W., 311 W. Nev Street, Urbana, 
Illinois; University of Illinois 

Bell, Herman F., 110 William Street, New York, 
New York; Columbia University 

Bell, William H., 15 Broad Street, New York, New 
York; Haskins and Sells 

ai Mathew M., St. George, Utah; Dixie Col- 


ege 

Bennett, George E., College of Business Adminis- 
tration, Syracuse University, Syracuse, New 
York 

Bergstresser, Harold F., Emaus, Pennsylvania; 
University of Pittsburgh 

Berman, Morris M., 626 G. R. National Bank Build- 
ing, Grand Rapids, Michigan 

Bernhard, Adolph, College Heights, Alberta, Can- 
ada; Canadian Junior College 

Berrigan, Edmund, University of Oklahoma, Nor- 
man, Oklahoma 

— Ralph E., 1402 Garfield Street, Laramie, 

omin 
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Bexell, J. A., Oregon Agricultural College, Corval- 
lis, Oregon 

Bickell, Ralph T., 320 W. 88rd Street, New York, 
New York; Columbia Universi 

Bickett, W. P., 15 Broad Street, New York, New 
York; Haskins and Sells 

Bickley, John H., Federal Trade Commission, Wash- 
ington, D.C. 

Blackman, C. Clifford, 5022 Maplewood Avenue, 
Detroit, Michigan 

Blackstock, Leo G., 281444 Rio Grande, Austin, 
Texas; University of Texas 

Blankenship, H. A., Oak Park, Illinois 

Block, J. L., Humble Building, Houston, Texas 

Blough, Carman G., ena Station, Grand 

ve 


—— North Dakota; University of North 

ota 

Boekle, O. I., Pochelon Building, 815 Bates Street, 
Detroit, Michigan 


Boka, Alex J., 408 Pine Street, St. Louis, Missouri 

Bolitho, Thos. J., 1611 W. Kiernan Avenue, Spo- 
kane, Washington 

Bolon, D. S., 1787 Bluff Avenue, Columbus, Ohio; 
Ohio State University 

Bornhofft, Henry A., 161 White Street, Waverley, 
Massachusetts; Boston University 
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Borth, Daniel J., 1008 S. Ist, Champaign, Illinois 

Bowen, Edmund F., 11 Park Place, New York, 
New York; Fordham University 

Bowers, R. P., Mount Pleasant, Iowa; Iowa Wes- 
leyan University 

Boyd, Ernest, 1801 Ambassador Building, St. Louis, 
Missouri; St. Louis University 

Bradford, Harry C., 1420 Bank Street, Kalamazoo, 
Michigan 

Brendel, Herman J., University of Dayton, Dayton, 
Ohi 


Brett, George M., College of the City of New York, 
New York, New York 

Brewer, Harry V., Greenville College, Greenville, 
Illinois 

Briggs, L. L., 108 N. Winooski Avenue, Burlington, 
Vermont; University of Vermont 

Briggs, Robert P., 1127 E. Ann Street, Ann Arbor, 
Michigan; University of Michigan 

Brimacomb, Lewis, 180 St. James Street, Montreal, 
Canada; McGill University 

Brink, Victor Z., 541 S. 18th Street, Lincoln, Ne- 
braska; University of Nebraska 

Brinton, L. V., Ernst & Ernst, 723 Bankers Mort- 
gage Building, Houston, Texas 

Brown, John J., 25 W. 45th Street, New York, 
New York; Brown School of Commerce 

Brown, Philip M., 64 Charles Field Street, Provi- 
dence, Rhode Island; Harvard University 

Brown, Robert C., 10 S. LaSalle Street, Chicago, 
Illinois; Northwestern University 

Brown, Thomas J., Little Building, Boston, Massa- 
chusetts; Boston University 

Browne, Donald, 280 Park Avenue, New York, 
New York; Thompson and Black 

Brundage, Percival F., 60 State Street, Boston, 
Massachusetts; Price, Waterhouse and Com- 


pany 

Bryan, J. Wallace, 1804 Continental Building, Bal- 
timore, Maryland; Johns Hopkins University 

Buchan, L. J., 840 Madrid Street, Coral Gables, 
Florida 

Burke, Henry G., 1001 Court Square Building, Bal- 
timore, Maryland 

Burleson, James B., 3444 Potomac Avenue, Dallas, 
Texas 

Burney, William James, 206 A, University Hall, 
Iowa City, Iowa; State University of Iowa 

Burrell, O. K., University of Oregon, Eugene, Ore- 


gon 

Byland, John R., 7639 Cornell Avenue, Chicago, 
Illinois; Northwestern University 

Byrnes, Thomas W., 76 William Street, New York, 
New York; Columbia University 

Byers, C. F., 297 W. Eighth Avenue, Columbus, 
Ohio; Ohio State University 


Cameron, Arthur T., Logan Hall, University of 
Pennsylvania, Philadelphia, Pennsylvania 
Campbell, James A., Knox College, Galesburg, Illi- 
nois 

Campbell, Lyle E., Emory University, Georgia 

Canning, John B., Box 76, Stanford University, 
California 

Carlson, Avery L., West Branch, Iowa 

Carpenter, Cecil, Marshall College, Huntington, 
West Virginia 

Carroll, Monroe S., Baylor University, Waco, 
Texas 

Carter, Arthur H., 15 Broad Street, New York, 
New York; Haskins and Sells 


Castenholz, W. B. c/o LaSalle Extension University, 
4101 S. Michigan Avenue, Chicago, Illinois 

Casterton, Harold K., Akron, Ohio 

Chamberlain, Henry P., 506 S. Wabash Avenue, 
Chicago, Illinois; Midwestern School of Com- 
merce 

Chapman, H. H., University, Alabama; University 
of Alabama 

Chase, Arthur T., 84 State Street, Boston, Massa- 
chusetts 

Christensen, John C., 2127 Woodside Road, Ann 
Arbor, Michigan; University of Michigan 

Christensen, J. S., Ephraim, Utah; Snow College 

Clark, Herald R., Provo, Utah; Brigham Young 
University 

Clarke, W. F., 64 E. Lake Street, Chicago, Illinois; 
De Paul University 

Clarke William Thomas, 847 Bradley Place, Chi- 
cago, Illinois; De Paul University 

Clarkson, George S., 131 State Street, Boston, Mas- 
sachusetts; Boston University 

Clements, John H., 4858 Dailey Avenue, Detroit, 
Michigan 

Coan, Wm., Lexington, Virginie; Washington and 
Lee University 

Cole, D. F., College of Business Administration, 
University of Nebraska, Lincoln, Nebraska 

Cole, Walter B., School of Business Administration, 
Fayetteville, Arkansas 

Cole, William Morse, 228 Morgan Hall, Soldiers’ 
Field, Boston, Massachusetts; Harvard Uni- 
versi 

Coleman, Raymond W., Carnegie Institute of Tech- 
nology, Pittsburgh, Pennsylvania 

Collins, Clem W., Court House, Denver, Colorado; 
University of Denver 

Collins, Clinton, Jr., 315 Fourth National Bank 
Building, Cincinnati, Ohio; University of Cin- 
cinnati 

Collins, Lowell B., School of Business, University 
of Minnesota, Minneapolis, Minn. 

Cooper, Harry A., 524 S. Main Street, Adrian, 
Michigan 

Copeland, C. M., 40 Morris Avenue, Athens, Ohio; 
Ohio University 

Connolly, Robert E., New York University, New 
York, New York 

Courtney, John, Room 412, Dairy Building, Cornell 
University, Ithaca, New York 

Cowin, R. B., 1124 N. New Street, Bethlehem, 
Pennsylvania; Lehigh University 

Cox, Clarence B., 801 Iowa Street, Urbana, Illinois; 
University of Illinois 

Cox, Wm. E., Commerce Bldg., University of Wash- 
ington, Seattle, Washington 

Crabbe, Ernest H., Southwestern Publishing Com- 
pany, Cincinnati, Ohio 

Crandell, Wm. T., Carnegie Institute of Technology, 
Pittsburgh, Pennsylvania 

Cranford, Wilbur L., 615 Pacific Mutual Building, 
Los Angeles, California; Haskins and Sells 

Crawford, Carlos C., State Teachers College, Mary- 
ville, Missouri 

Cremer, George S., 141 Beech Avenue, Flushing, 
New York; College of the City of New York 

Cressey, Clyde Story, Jericho Road, Abington, 
Pennsylvania; Pierce School of Business Ad- 
ministration 

Croggon, C. C., 1243 Calvert Building, Baltimore, 
Maryland 
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Crosier, A. B., Box 402, University, Mississippi; 
University of Mississippi 

Culey, Roy T., 929 Sanborn Avenue, Los Angeles, 
California; Haskins and Sells 

Curtis, Arthur B., 1122 Pearl Street, Ypsilanti, 
Michigan 

Cusack, Lawrence A., 2602 Cass Street, Omaha, 
Nebraska; Creighton University 

Cutright, Harold G., Elkins and Durham, Rich- 
mond, Virginia; Virginia Polytechnic Institute 
rian, Brother, University of Notre Dame, South 
Bend, Indiana 


Daines, Harvey C., University of Chicago, Chicago, 
Illinois 


Dalton, H. Leo, 801 Second National Bank Build- 
ing, Toledo, Ohio; Konopak, Hurst and Dalton 

Davidson, Robert, 476 Lenox Avenue, Detroit, 
Michigan; University of Detroit 

Davies, Ernest Coulter, Chicago Avenue and Lake 
Shore Drive, Chicago, Illinois; Northwestern 
University 

Davis, Pearce E., 1711 Smith Tower, Seattle, Wash- 
ington; University of Washington 

Dayney, J. H., J. H. Dayney Audit Company, 582 
Buhl Building, Detroit, Michigan 

Dean, J. V., Nacogdoches, Texas 

Denise, M. F., Miami-Jacobs College, eo ire Ohio 

sop Wm. M., Catholic University, Washington, 
D 


Dickerson, W. E., Extension Department, Ohio 
State University, Columbus, Ohio 

Dissosway, Edwin T., Haskins and Sells, 30 Broad 
Street, New York, New York; New York Uni- 
versity 

Dimler, Chas. C., 1730 S. Ogden Street, Denver, 
Colorado; Evening Vocational High School 

Distelhorst, Carl F., 1415 W. Clinch Street, Knox- 
ville, Tennessee; University of Tennessee 

Dodder, Bernard T., Box 233, College Park, Mary- 
land; University of Maryland 

Donald, W. J., 20 Vesey Street, New York, New 

- York; American Management Assn. 

Donohue, John J., 320 Broadway, New York, New 

» York; New York University 

Douglas, William W., 2015 Bedford Avenue, Brook- 
lyn, New York; New York University 

Drucker, A. P. R., 1029 N. Nevada Avenue, Colo- 
rado Springs, Colorado; Colorado College 

Drewry, Dean, University of Tennessee, Knoxville, 
Tennessee 

Drumm, Clinton E., 105 Atherton Avenue, Syra- 
cuse, New York; University of Syracuse 

Drury, Luther E., 5025 Wisconsin Avenue, Wash- 
ington, D.C.; American University 

Dohr, James L., School of Business, Columbia Uni- 
versity, New York, New York 

Duncan, John Christie, W. E. Hutton and Com- 
pany, 52 Wall Street, New York, New York 

Dunleavy, Chas. J., c/o Fleitman and Company, 
a 244 Madison Avenue, New York, New 

or 


Eckelberry, G. W., Administration Building, Ohio 
State University, Columbus, Ohio 

Eckelberry, John W., 3102 Union Trust Building, 
Detroit, Michigan 

Ekland, Leonard M., St. Ambrose College, Daven- 
port, Iowa 

Eleonin, Abraham V., 1605 Industrial Bank Build- 
ing, Detroit, Michigan 

tr, Robert W., Gibson Hall, Tulane Univer- 

sity, New Orleans, Louisiana 


Elwell, Fayette H., Sterling Hall, University of 
Wisconsin, Madison, Wisconsin 

Engel, George F., First National Bank, St. Louis, 
Missouri; Washington University 

English, Donald, 3 Central Avenue, Ithaca, New 
York; Cornell University 

Eulenberg, Alexander, P. O. Box 551, Chicago, 
Illinois; Northwestern University 

Evans, Thomas H., 2085-86 Dime Bank Building, 
Detroit, Michigan 

Eversole, Harold B., College of Commerce, State 
University of Iowa, Iowa City, Iowa 


Ferguson, W. S., 28 Kilbarry Road, Toronto, On- 
tario, Canada; University of Toronto 

Filut, Frank F., 1042-50th Street, Milwaukee, Wis- 
consin 


Fabella, Adolph, 207 Roxas Building, Manila, Phil- 
ippine Islands; Jose Rizal College 

Fabella, Vicente, 207 Roxas Building, Manila, Phil- 
ippine Islands; Jose Rizal College 

Fajardo, Jose Leandro, Box 865, City Hall Station, 
New York, New York 

Fenzel, W. H., 19 Park Place, Athens, Ohio; Ohio 
University 

Feurst, Grover C., 8 E. 4th Street, Mount Vernon, 
New York 

Filbey, Edward J., 318 Commerce Building, Uni- 
versity of Illinois, Urbana, Illinois 

Finney, H. A., 888 Greenwood Avenue, Wilmette, 
Illinois; Northwestern University 

Fireoved, Elgie L., 800 Third Avenue, S.E., Le 
Mars, Iowa; Western Union College 

Fischer, Oscar E., 3485 S. Jefferson Avenue, St. 
Louis, Missouri; St. Louis University 

Fitzgerald, Arthur S., Equity Chambers, Windsor, 
Ontario, Canada; Arthur S. Fitzgerald and 


Company 

Fitzpatrick, Paul J., 1250 Newton St., N.E., Brook- 
and, D.C.; Catholic University of America 

Fitzgerald, Richard, 2210 Book Building, Detroit, 
Michigan; University of Detroit 

Fjeld, E. I., Law Building, University of Colorado, 
Boulder, Colorado 

Fleck, Laurence H., Southern Methodist University, 
Dallas, Texas 

Flinn, B. W., 501 Manufacturers Bank Building, 
Rockford, Illinois 

Flocken, Ira G., 1226 Lancaster Avenue, Pittsburgh, 
Pennsylvania; University of Pittsburgh 

Flynn, Frank, 1473 Popham Avenue, New York, 
New York; New York University 

Flynn, J. Harding, c/o Arthur Anderson and Com- 
pany, 111 West Monroe Street, Chicago, Illi- 
nois; University of Illinois 

Foerster, John, 9 Brompton Road, Garden City, 
New York; New York University 

Foran, M. Joseph, 201 S. Wright Street, Cham- 
paign, Illinois; University of Illinois 

Forbes, John F., 210 Crocker Building, San Fran- 
cisco, California; University of California 

Foster, Leo T., 46 Westbourne Road, Forest Hills, 
Boston, Massachusetts; Northeastern Univer- 
sity 

Foster, Louis O., Dept. of Economics, Western Re- 
serve University, Cleveland, Ohio 

Fraine, H. G., 207 School of Business Administra- 
tion, University of Minnesota, Minneapolis, 
Minnesota 

Frese, Walter F., 1002 S. Lincoln Avenue, Urbana, 
Illinois; University of Illinois 
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Frisbee, Ira N., 3811, N. Beverly Drive, Beverly 
Hills, California; University of California at 
Los Angeles 

Frye, Hugh M., Southern Methodist University, 
Dallas, Texas 

Fryxell, Carl A., 715 Third Street, Moline, Illinois 

Fuller, George Milton, Iowa State College, Ames, 
Iowa 

Fullerton, G. G., 211 Morrill Hall, Oklahoma A. 
and M., Stillwater, Oklahoma 


Gandionco, Ramon, 207 Roxas Building, Manila, 
Philippine Islands; Jose Rizal College 

Garside, James W., 217-18 Pratt Building, Kala- 
mazoo, Michigan 

Gasparitsch, Edward, 1789 Undercliff Avenue, 
Bronx, New York, New York; New York Uni- 
versity 

Gast, Elmer H. A., 3900 McDonald Avenue, St. 
Louis, Missouri; Washington University 

Gates, Harold T., 270 Seaman Avenue, New York, 
New York; New York University 

Gates, Paul S., 117 Center Street, West Haven, 
Connecticut 

Gause, Edmund C., 15 Broad Street, New York, 
New York, Haskins and Sells 

Gee, Edward Artley, Michigan State College, East 
Lansing, Michigan 

Geiger, Gilbert B., 808 Lehman Building, Peoria, 
THlinois 

Geier, George J., 188 May Street, Hawthorne, New 
Jersey; New York University 

Geis, Norwood Charles, 2878 Romana Place, Cin- 
cinnati, Ohio; University of Cincinnati 

Gibbs, Wayne F., Box 412, Williamsburg, Virginia; 
College of William and Mary 

Gibson, J. C., Sterling Hall, University of Wiscon- 
sin, Madison, Wisconsin 

Gilby, J. H., 105 West Adams Street, Chicago, Illi- 
nois; Northwestern University 

Gilman, Stephen, 3411 S. Michigan Avenue, Chicago, 
Illinois; International Accountants’ Society 

Glover, Chas. A., 2940 Broadway, New York, New 
York 

Glover, Lee, University, Alabama; University of 
Alabama 

Goedeke, W. J., Apt. 2-H, 3820 Waldo Avenue, New 
York, New York ‘ 

Goehring, Erwin E., 206 E. Park Drive, Raleigh, 


North Carolina; North Carolina State College 


of Agriculture and Engineering 

Goggin, Walter J., 525 Boylston Street, Boston, 
Massachusetts; Boston University 

Good, Anthony, c/o Price, Waterhouse and Com- 
pany, 508 Olive Street, St. Louis, Missouri 

Goodwin, John B., St. Thomas College, St. Paul, 
Minnesota 

Gordon, Robert W., c/o Charles R. Hadley and 
Company, 380 N. Los Angeles Street, Los An- 
geles, California; Hadley School of Executive 
Accounting 

Graff, Fritz William, 1985 Euclid Avenue, Cleve- 
land, Ohio; Western Reserve University 

Graham, Willard J., 5548 University Avenue, Chi- 
cago, Illinois; University of Chicago 

Gray, Howard W., College of Commerce and Jour- 
nalism, University of Florida, Gainesville, 
Florida 

Gray, Wm. R., Hanover, New Hampshire; Dart- 
mouth College 


Green, P. M., 485 Commerce Building, University 
of Illinois, Urbana, Illinois 

Greer, Howard C., Institute of American Meat 
Packers, 506 S. Wabash Avenue, Chicago, Illi- 
nois; University of Chicago 

Gregory, Homer E., 207 Commerce Hall, Univer- 
sity of Washington, Seattle, Washington 


Hahn, Fred F., 615 Pacific Mutual Building, Los 
Angeles, California; Haskins and Sells 

Haines, Russell D., 294 E. 148th Place, Harvey, 
Illinois; De Paul University, Chicago, Illinois 

Ham, Chester R., 1906 Indiana Avenue, Pullman, 
Washington; State College of Washington 

Hand, C. C., 1615 Chicago Temple Building, Chi- 
cago, Illinois; Crane College 

Hall, Roy, c/o Gilby, Penny, Hall Company, 105 W. 
Adams Street, Chicago, Illinois; Northwest- 
ern University 

Hansen, J. W., 485 New Commerce Building, Uni- 
versity of Illinois, Urbana, Illinois 

Hanslein, John D., University of New Hampshire; 
Durham, New Hampshire 

Hanson, Arthur W, 219 Morgan Hall, Soldiers’ 
Field, Boston, Massachusetts; Harvard Uni- 
versity 

Hardman, James E., 2130 Jefferson Avenue, To- 
ledo, Ohio 

Harper, J. W. C., 117 Commerce Bldg., University 
of Illinois, Urbana, Illinois 

Harrington, Russell C., 158 Tabor Avenue, Provi- 
dence, Rhode Island; Northeastern University 

Harrison, B. F., School of Business Administration, 
University of Texas, Austin, Texas 

Hatfield, Henry R., 2695 LeConte Avenue, Ber- 
keley, California; University of California 

Haun, Robert D., 644 Maxwelton Court, Lexing- 
ton, Kentucky; University of Kentucky 

Hayden, James M., 378 Holly Avenue, Elmhurst, 
Illinois 

Heath, Harvey A., State Teachers College; Indi- 
ana, Pennsylvania 

Heckman, H. M., University of Georgia, Athens, 
Georgia 

Heilman, E. A., School of Business Administra- 
tion, University of Minnesota, Minneapolis, 
Minnesota 

Heckert, J, Brooks, 11 E. Norwich Avenue, Colum- 
bus, Ohio; Ohio State University 

Helms, W. M., Box 824, Delaware, Ohio; Ohio 
Wesleyan University 

Helwig, Geo. F., 4578 Allendale Avenue, Detroit, 

_ Michigan; University of Detroit 

Henderson, Algo D., Antioch College, Yellow 
Springs, Ohio 

Henry, John M., Coe College, Cedar Rapids, Iowa 

Hensel, Philip Howard, University of Western On- 
tario, London, Ontario, Canada 

Hernandez, Jose V., Box 2402, Manila, Philippine 
Islands; Jose Rizal College 

Hilgert, J. R.. New York University, New York, 
New York 

Himbert, Arthur R., School of Business Adminis- 
tration, University of Oregon, Eugene, Oregon 

Himmelblau, David, 389 E. Chicago Avenue, Chi- 
cago, Illinois; Northwestern University 

Hindle, Raymond B., 25 Broad Street, New York, 
New York; New York University 

Hinzie, Herbert M., Palestine, Texas 
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Hollister, Dwight G. W., c/o Babson Institute, 
Babson Park, Massachusetts 

Holmes, M. L., New York State College of Agri- 
culture, Cornell University, Ithaca, New York 

Hopkins, David W., 80114 N. 10th Street, St. Jo- 
seph, Missouri; Junior College of St. Joseph 

Horn, Frederick G, Nanuet, New York; New York 
University 

Hornberger, D. J., Ohio Wesleyan University, 
Delaware, Ohio 

Houghton, Leonard I., 146 Chestnut Street, Spring- 
field, Massachusetts; Northeastern niver- 
si 

event, Edwin H., Box 1000, Lexington, Vir- 
ginia; Washington and Lee University 

Howard, Hamilton, Rossville Commercial Alcohol 
Corporation, Lawrenceburg, Indiana 

Howard, Russell M., University Station, Box 134, 
Tucson, Arizona; University of Arizona 

Howard, Stanley E., 7 College Road, Princeton, 
New Jersey; Princeton University 

Howell, G. E., 1012 S. 5th Street, Urbana, IIli- 
nois; University of Illinois 

Hoyt, H. V., 1511 Jackson, Apt. 10, Oakland, Cali- 
fornia 

Hudgins, Houlder, 305 Wyckoff Avenue, Ithaca, 
New York; Cornell University 

Huene, Arthur H., 51 Chambers Street, New York, 
New York; New York University 

Hunt, H. L., St. Louis University, St. Louis, Mis- 
souri 

Husband, George R., 2485 Ford Court, Detroit, 
Michigan 

Husband, Wm. H., 24 Darlington Road, Delaware, 
Ohio; Ohio Wesleyan University 

Huston, Louis A., 428 Commerce Building, Univer- 
sity of Illinois, Urbana, Illinois 


Iglauer, Robert, 1504 Lexington Building, Balti- 
more, Maryland; Baltimore College 

Irvine, J. H., 526 W. 11th Street, Albany, Oregon; 
Oregon State College 


Jackson, J. Hugh, Box 2428, Stanford University, 
California; Stanford Graduate School of Busi- 
ness 

Jenkel, Julian A., 810 American Building, Balti- 
more, Maryland; Baltimore College of Com- 
merce 

Johnson, Arthur W., Box 464, Durham, New Hamp- 
shire; New Hampshire College 

Johnson, D. R., 201 E. Green Street, Champaign, 
Illinois; University of Illinois 

Johnson, Philip W., 19 Congress Street, Boston, 
Massachusetts; Northeastern University 

Johnston, James A., University of Oregon, Eu- 
gene, Oregon 

Johnston, William W., 21 Rockland Street, Spring- 
field, Massachusetts; Northeastern University 

Jones, Chas. C., Gowanda, New York; University 
of Buffalo 

Jones, L. T., 1206 Main Street, Kansas City, Mis- 


souri 

Jones, Mary W., Stephen’s College, Columbia, Mis- 
souri 

Jones, Ralph C., 658 Yale Station, New Haven, 
Connecticut; Yale University 

Jordan, Chas. Henry, 766 Main Street, Worcester, 
Massachusetts; Northeastern University 

Josephson, Harry J., 5884 Greenwood Avenue, Chi- 
cago, Illinois; Northwestern University 


Judd, Harry E., 508 Omaha National Bank Build- 
ing, Omaha, Nebraska; Moeller McPherren 
and Judd 


Kacmarynski, Louis F., St. Mary-of-the-Woods, 
Indiana; College of St. Mary-of-the-Woods 

Karrenbrock, W. E., 807 S. 1st Street, Champaign, 
Illinois; University of Illinois 

Keen, Harold F., 28 N. Franklin Street, Chicago, 
Illinois; Loyola University 

Keiser, James R., Wharton School, University of 
Pennsylvania, Philadelphia, Pennsylvania. 

Keister, Donald C., First National Bank Building, 
Scottdale, Pennsylvania 

Keller, Gus. V., 4266 Juniata Street, St. Louis, 
Missouri; St. Louis University 

Kelley, Curtis, 228 N. aa ee Corvallis, Ore- 
gon; Oregon Agricultur ege 

Kelly, Daniel J., 28 N. Franklin Street, Chicago, 
Illinois; Loyola University 

Kendrick, Hazen Wallace, 429 Commerce Build- 
ing, University of Illinois, Urbana, Illinois 

Kennedy, John T., Transportation Building, Wash- 
ington, D.C.; Accountant and Attorney-at-law 

Kennedy, R. D., Box 271, Iowa City, Iowa; State 
University of Iowa 

Kester, Roy B., Columbia University, New York, 
New York 

Kimball, Milo, College of Commerce and Adminis- 
tration, Ohio State University, Columbus, Ohio 

King, R. W., Dept of Accounting, Yale University, 
New Haven, Connecticut 

Kinman, J. I., 1225 Old National Bank Buildin 
Spokane, Washington; Kinman Business U: 
versity 

Klausner, Gustave, 5789 Pershing Street, St. Louis, 
Missouri; St. Louis University 

Knehans, Irwin N., 2209 E. 67th Street, Chicago, 
Illinois; Austin High School 

Kneifl, M. R., 1402 S. Grand Avenue, St. Louis, 
Missouri 

Knight, David M., Box 38, Parkville, Missouri; 
Park College 

Koch, Elmer C., Box 186, University Station, Grand 
Forks, North Dakota; University of North 
Dakota 

Koebbe, C. H., 8444-2nd Boulevard, Detroit, Michi- 
gan; Ernst and Ernst 

Kissinger, Frederick M., Temple University, Phila- 
delphia, Pennsylvania 

Kohler, E. L., 1829 Tribune Tower, Chicago, Ili- 

is 


no 

Krebs, William S., Washington University, St. 
Louis, Missouri 

Kubler, Philip F., 38 Claremont Avenue, Jersey 
City, New Jersey; New York University 

Kunz, Olive A. F., 810 S. College Avenue, Mt. 
ee Michigan; Central State Normal 

ege 

Kunze, H. L., 619 State Street, Milwaukee, Wis- 

consin; University of Wisconsin 


Lamberton, Robert A., 22 Delavan Street, New 
Brunswick, New Jersey; Rutgers University 

Lang, John J., 801 LaSalle Building, St. Louis, 
Missouri; St. Louis University 

Lang, Theodore, 20 Charles Street, New York, New 

ork; New York University 

Lange, Herbert C., Fidelity Building Association, 

Ohio 
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Larson, A. Q., 412-7th Avenue, Lagrange, Illinois; 
Northwestern University 

Laureys, Dr. Henry, 399 Viger Avenue, Montreal, 
Province Quebec, Canada; School of Higher 
Commercial Studies 

Lawrence, W. B., 204 N. Charlotte Street, Lom- 
bard, Illinois; DePaul University 

Lay, Chester F., Faculty Exchange, University of 
Chicago, Chicago, Illinois 

Leager, Mare C., 651 W. 190th Street, New York, 
New York; Grove City College 

Leland, Thomas William, College Station, Texas 

Liddil, F. R., 689 Melrose Street, Chicago, Illi- 
nois; DePaul University 

Lindsay, Wm., 209 Pleasant Street, Oak Park, Illi- 
nois 

Lipscombe, P. D., 15 S. Spring Street, Lagrange, 
Illinois 

Littleton, A. C., 205 Commerce Building, Univer- 
sity of Illinois, Urbana, Illinois 

Lobaugh, E. D., 2301 Prairie Avenue, Chicago, 
Illinois; Ginn and 

Lockwood, Jeremiah, Logan Hall, University of 
Pennsylvania, Philadelphia, Pennsylvania 

Long, Dean, Evansville College, Evansville, Indi- 


ana 

Lorig, Arthur N., c/o Cypress Petroleum Com- 
pany, 215 W. 6th Street, Los Angeles, Cali- 
fornia; University of California at Los An- 
geles 

Lowrie, Josephine A., 378 E. Tompkins Street, Co- 
lumbus, Ohio; Ohio State University 

Lowrie, Walter C., 802 Lincoln, Wayne, Nebraska; 
State Teachers College 

Luby, William J., 5183 Bernard Street, Chicago, 
Illinois; Northwestern University 

Lucas, Homer Atwood, 327 Burncoat Street, Wor- 
cester, Massachusetts; Northeastern Univer- 
sity 

Ludlam, Chas. S., 15 Broad Street, New York, 
New York; Haskins and Sells 

Lund, Reuel I., 882-30th Avenue, S., Minneapolis, 
Minnesota; University of Minnesota 

Lyday, Miss Florice, Southeastern Teachers Col- 
lege, Durant, Oklahoma 

Lyon, Luther H., Box 186, University Station, 
Grand Forks, North Dakota; University of 
North Dakota 


MacFarland, George A., Logan Hall, 36th and 
Woodland Avenues, University of Pennsyl- 
vania, Philadelphia, Pennsylvania 

MacPherson, Robert P., 6880 N. Oakley Avenue, 
Chicago, Illinois; Midwest School of Com- 
merce 

MacGregor, Claud A., 702 Pontiac Bank Building, 
Pontiac, Michigan 

MacRoberts, A. N., 309 S. Larch Street, Lansing, 
Michigan 

McCallister, B. D., Moorhead, Mississippi; Sun- 
flower Junior College 

McCann, W. Webster, 14 Vincent Avenue, Waver- 
ley, Massachusetts; Boston University 

McCarty, W. J., 525 Boylston Street, Boston, 
Massachusetts; Boston University 

ae E. V., Tarkio, Missouri; Tarkio Col- 


ege 

McCormick, William S., General Motors Building, 
Detroit, Michigan 

McDonald, James, St. Marys University, San An- 
tonio, Texas 


McKee, C. W., Westminster College, New Wil- 
mington, Pennsylvania 

McKinsey, James O., 120 S. LaSalle Street, Chi- 
cago, Illinois; University of Chicago 

McMurray, Karl F., 1 S. Pinckney Street, Madi- 
son, Wisconsin 

MeNab, J. C., 2210 Book Building, Detroit, Michi- 
gan; Lybrand, Ross Brothers and Montgomery 

MeNaboe, John J., 25 W. 45th Street, New York, 
New York; Brown School of Commerce 

McNaughton, Floyd, 180 Mayfield Avenue, N.E, 
Grand Rapids, Michigan; Grand Rapids 
Junior College 

Mabry, S. W., 811 Scarbrough Building, Austin, 
Texas; Mabry and Mabry 

Maceo, J. R., 501-502 W. T. Waggoner Building, 
Fort Worth, Texas 

Macnab, John B., 5505 Wayne Avenue, Howard 
Park, Baltimore, Maryland; Baltimore Col- 
lege of Commerce 

Madden, John Thomas, New York University, 
Washington Square, New York, New York 

a D. A., Antioch College, Yellow Springs, 

io 

Mahoney, John F., 11 Park Place, New York; 
New York; Fordham University 

March, J. H., Cleveland College, Western Reserve 
a 1985 Euclid Avenue, Cleveland, 


Marple, R. P., Pomeroy, Iowa 

Marsh, Sam A., Washington University, School 
of Commerce, St. Louis, Missouri 

Martin, O. R., University of Nebraska, Lincoln, 
Nebraska 

Marvin, J. Arthur, 100 Broadway, New York, 
New York; F. W. Lafrentz and Company 

Mason, Perry, 423 Hamilton Place, Ann Arbor, 
Michigan; University of Michi 

Mathis, Forrest, Texas State Board of Public Ac- 
countancy, 5130 Vickery Building, Dallas, 
Texas 

Maurer, J. M., Tulsa, Oklahoma 

Mautner, Oscar, 3957 Gouverneur Avenue, New 
York, New York; New York University 

Mayors, William, 1475 Arcade Building, St. Louis, 
Missouri; Washington University 

Mead, Stuart B., 426 Pawnee Street, Bethlichem, 
Pennsylvania; Lehigh University 

Mendelsohn, Justine, 1135 Main Street, Baton 
Rouge, Louisiana; Louisiana State Univer- 
sity 

Merrill, Karl J., Big Rapids, Michigan; Ferris In- 
stitute 

Merrill, W. F., 1509 Book Tower, Detroit, Michi- 
gan; Touche, Niven and Company 

Mers, Wm. H., 929 Dixie Terminal Building, Cin- 
cinnati, Ohio; University of Cincinnati 

Meyer, Harvey G., Box 241, University of Ten- 
nessee, Knoxville, Tennessee 

Mikesell, R. M., University of Indiana, Blooming- 
ton, Indiana 

Milledge, C. F., 908 Post Dispatch Building, Hous- 
ton, Texas 

Miller, Edward A., 17 Waverley Avenue, Brook- 
lyn, New York; New York University 

Miller, Hermann C., Commerce Building, Ohio 
State University, Columbus, Ohio 

Miller, Louis R., Dime Bank Building, Detroit, 
Michigan 

Miller, Nina, 510 Business Building, Columbia 
University, New York, New York 
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Mills, Harold A., 1195 Philip Avenue, Detroit, 
Michigan; Northern High School 

Millsaps, Jefferson H., 4948 Blackstone Avenue, 
Chicago, Illinois; International Accountants’ 
Society 

Mitchell, W. M., Box 121, Faculty Exchange, Uni- 
versity of Chicago, Chicago, Illinois 

Mock, Harold A., 50 State Street, Boston, Massa- 
chusetts; Northeastern University 

Moler, Arthur L., c/o Union Trust Company, 
Cleveland, Ohio 

Mon ery, J. Richard, 28 N. Franklin Street, 
Chicago, Illinois; Loyola University 

Mont ery, Robert H., 385 Madison Avenue, 

ew York, New York; Columbia University 

Morey, Lloyd, 257 Administration Building, Uni- 
versity of Illinois, Urbana, Illinois 

Moriarity, W. D., 3551 University Avenue, Los 
Angeles, California; University of Southern 
California 

Morris, C. E., 15 Broad Street, New York, New 
York; Haskins and Sells 

Morris, Clifton H., 1202 W. T. Waggoner Build- 
ing, Fort Worth, Texas; McCammon and Mor- 
tis, Public Accountants 

Morton, Davis Walter, J. C. Penney-Gwinn Cor- 
poration, Penney Farms, Florida 

Morrison, Paul L., 1918 Colfax Street, Evanston, 
Illinois; Northwestern University 

Moss, A. G., 1802 Santa Fe Building, Dallas, 
Texas 

Moyer, Joseph K., 2115 F Street, N.W., Washing- 
ton, D.C.; District of Columbia College— 
Y.M.C.A. 

Mulhern, Richard J., 312 E. 5th Street, Brooklyn, 
New York; New York University 

Murphy, J. F., 188 Herkimer Street, Brooklyn, 
New York; New York University 

Mustaine, Fuller C., Box 118, Huntsville, Texas; 
Syracuse University 

Myer, Joseph, 186 Joralemon Street, Brooklyn, 
New York; St. Johns College 


Nau, Walter L., 1104 Penobscot Building, Detroit, 
Michigan 

Neilson, J., Saskatoon, Saskatchewan, Canada; 
Saskatchewan University 

Nelson, Osear S., Wharton School of Finance and 
Commerce, University of Pennsylvania, Phila- 
delphia, Pennsylvania 

Nettles, Henry E., 503-504 Hamilton Building, 
Wichita Falls, Texas 

Neubig, Nelson J., 69 W. California Avenue, Co- 
lumbus, Ohio 

Neumann, Robert L., 7745 Clyde Avenue, Chi- 
cago, Illinois; LaSalle Extension University 

Neville, C. B., 1880 First National Bank Building, 
Detroit, Michigan 

Newlove, George Hillis, 107 B. Hall, University 
of Texas, Austin, Texas 

Newton, L, W., 1264 Jefferson, S.E., Grand Rap- 
ids, Michigan; South High School 

Newton, W. K., University of Oklahoma, Norman, 
Oklahoma 

Nichols, Ernest C., 49 Highland Avenue, Detroit, 
Michigan; General Motors Corporation 

Noble, Howard Scott, 182 N. Wetherly Drive, 
Beverly Hills, California; University of Cali- 
fornia at Los Angeles 

Noel, Thos. W., Georgia Tech. School, Atlanta, 
Georgia 


O'Connell, J. H., 942 Planters Building, St. Louis, 
S., Box 718, Dallas, Ti 

O as, Texas 

ole Geo. S., 28 Chamber of Commerce Build- 
ing, Indianapolis, Indiana 

O'Loughlin, Harry Merrick, Price, Waterhouse 
and Company, 1946 Penobscot Building, De- 
troit, Michigan 

Onderdonk, Chester D., 100 Washington Square, 
E., New York, New York; New York Uni- 
versity 

Frank C., 2011 Glenarm Place, Denver, 

Colorado; University of Denver 

O'Reilly, Hugh S., 88-27th Stre +t, Jackson Heights, 
New York; Fordham Un:versity 

Ormes, F. R., 9 Mills Place, ‘ rawfordsville, Indi- 
ana; Wabash College 

Ostlund, H. J., University of Minnesota, Minne- 
apolis, Minnesota 


Pace, Homer S., 225 Broadway, New York, New 
York; Pace Institute 

Palmer, Ernest O., 10 S. LaSalle Street, Chicago, 
Illinois; Northwestern University 

Palmer, Leslie E., 75 E. 45th Street, New York, 
New York; Haskins and Sells 

Panayotopoul, Constantin, Repouli Street, 11, 
Piraeus, Greece; University of Athens 

Pasek, J. Edwin, 19 S. e Street, Chicago, 
Illinois; Chicago Central College of Com- 
merce 

Paton, W. A., 16 Ridge Way, Ann Arbor, Michi- 
gan; University of Michigan 

Payne, Robert E., 105 W. Adams, Chicago, Illinois; 
Lawrence Scudder and Company 

Peacock, Erle Ewart, Chapel Hill, North Carolina; 
University of North Carolina 

Peisch, Archie M., Dartmouth College, Hanover, 
New Hampshire 

Pennell, Eugene D., Kalamazoo, Michigan; West- 
ern State Normal College 

Percy, Atlee Lane, 525 Boylston Street, Boston, 
Massachusetts; Boston University 

Peterson, P. E., 287 N. 5th, E., Logan, Utah; Agri- 
cultural College of Utah 


- Peterson, W. L., 2425 Market Street, San Diego, 


California 

Phillips, C. J., The Citadel, Charleston, South 
ar The Military College of South Caro- 
ina 

Phillips, Irving B., 5484 University Avenue, Hyde 
Park Station, Chicago, Illinois 

Phillips, J. A., Texas State Board of Accountancy, 
Second National Bank Building, Houston, 
Texas 

Pinchbeck, Raymond Bennett, Roanoke College, 
Salem, Virginia 

Pinkerton, P. W., 2200 Franklin Street, Detroit, 
Michigan 

Plummer, Robert E., 165 Broadway, New York, 
New York; New York University 

Points, Chas. F., Jr., Box 21, Wilberforce, Ohio; 
Wilberforce University 

Porter, Charles H., Massachusetts Institute of 
Technology, Cambridge, Massachusetts 

Porter, Charles W., Lewis Institute, Chicago, Illi- 
nois 

Porterfield, A. R., 718 Federal Reserve Bank 
Building, Cleveland, Ohio 

Pottinger, James, c/o D. M. Ferry and Company, 
Detroit, Michigan 
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Powell, Weldon, 94 Phelps Road, Ridgewood, New 
Jersey; Haskins and Sells 

Powell, Whitin, 3427 Oakwood Terrace, N.W., 
Washington, D.C. 

Powers, Chas. Thos., 188 Catherine Street, Spring- 
field, Massachusetts; American International 
College 

Pressland, C. E., Room 610, Tuller Hotel, Detroit, 
Michigan 

Pritchard, Wm. T., 307 W. Columbia Avenue, 
Champaign, Illinois; University of Illinois 

Prickett, A. L., 714 Woodlawn Avenue, Bloom- 
ington, Indiana; Indiana University 

Prouty, Nelson H., 680 Clay Avenue, Scranton, 
Pennsylvania; International Correspondence 
School 

Purdy, Arthur S., 3228 Barlum Tower, Detroit, 
Michigan 


Quigley, Andrew J., 35 E. Wacker Drive, Chicago, 
Illinois; American University of Commerce 


Rabenau, John, 923 Paul Brown Building, St. 
Louis, Missouri 

Racine, Samuel F., 928 Leary Building, Seattle, 
Washington; Western Institute of Accoun- 
tanec 

Ragan, Rex, 428 Chamber of Commerce Building, 
Los Angeles, California; University of South- 
ern California 

Rand, Waldron H., 101 Milk Street, Boston, Mas- 
sachusetts 

Rasmusson, Seymour D., University of Utah, Salt 
Lake City, Utah 

Ray, Ernest E., Box 482, Athens, Ohio; Ohio Uni- 
versit 

Ray, Julian V., Bay Path Institute, Springfield, 
Massachusetts 

Rayson, E. C., 809 Forest Avenue, Oak Park, II- 
linois 

Reass, Nathan, 150 Nassau Street, New York, New 
York; New York University 

Reed, James C., Room 1, State Hall, University 
of Pittsburgh, Pittsburgh, Pennsylvania 

Reedy, Thomas J., 28 N. Franklin Street, Chicago, 
Illinois; Loyola University 

Rehn, Henry J., 5514 Blackstone, Chicago, Illinois 

Reighard, John J., University of Minnesota, Min- 
neapolis, Minnesota 

Reik, Raymond C., 19th Floor, 15 Broad Street, 
New York, New York 

Reuwer, F. Earl, 728 Brookwood Road, Hunting 
Ridge, Baltimore, Maryland; Baltimore Col- 


of Commerce 
Reynolds, Perry J., 4-282 General Motors Build- 
ing, Detroit, Michigan; Wm. Ternes Com- 


pany 
Ribbink, A. H., Box 1592, Austin, Texas; Univer- 
sity of Texas 
Rice, Duncan, 318 Peck Building, Kalamazoo, 
chigan; Lawrence Scudder and Company 
-_ Wiley D., Simmons University, Abilene, 


‘exas 

Ringham, Fred E., 1200 Transportation Building, 
608 S. Dearborn Street, Chicago, Illinois 

Rittenhouse, C. F., 89 State Street, Boston, Mas- 
sachusetts; Boston University 

Robbins, Carl Burton, Stanford University, Stan- 
ford University, California 

Robbins, Harry W., 121 Brite Avenue, Scarsdale, 
New York; New York University 

Robertson, W. A., c/o Fisher Body St. Louis Com- 


pany, St. Louis, Missouri; St. Louis Univer- 
sity 


Rockwell, Thomas S., A. W. Shaw Company, 660 
Cass Street, Chicago, Illinois 

Rogers, Thomas Wesley, College of Commerce and 
Finance, Indiana University, Bloomington, 
Indiana 

Rooney, Francis J., 28 N. Franklin Street, Chi- 
cago, Illinois; Loyola University 

Roorda, John, 6820 N. Oakley Avenue, Chicago, 
Illinois; DePaul University 

Rorem, Clarence Rufus, 910-17th Street, N.W., 
Washington, D.C. 
Rosen, Clarence B. E., 89 State Street, Boston, 
Massachusetts; Northeastern University 
Rosenkampff, Arthur H., c/o New York Univer- 
sity, Room 888, Washington Square, E, New 
York, New York 

Ross, F. E., 6 State Savings Bank Building, Ann 
Arbor, Michigan; University of Michigan 

Ross, Henry A. C., Box 42, University Station, 
Syracuse, New York; Syracuse University 

Ross, T,. Edward, 1801 Morris Building, Philadel- 
phia, Pennsylvania 

Rotar, Peter A., 4110 Miami, Omaha, Nebraska; 
Creighton University 

Rowatt, Paul, Carterville, [linois 

Rowe, Wm. H., Division of Agricultural Finance, 
Bureau of Agricultural Economies, U. S. De- 
partment of Agriculture, Washington, D.C. 

Rowland, Charles J., 28 Liberal Arts Building, 
State College, Pennsylvania 

Russell, W. J., 809 Blanchard Avenue, Flint, Michi- 
gan; Junior College 

Russman, Albin, 165 E. 87th Street, New York, 
New York; Columbia University 

Ryckman, Sidney, 1189 Alexander Street, S.E., 
Grand Rapids, Michigan; Ottawa Hills High 


Saliers, Earl A., 2002 N. Boulevard, Baton Rouge, 
Louisiana 

Sanders, T. H., 207 Morgan Hall, Soldiers’ Field, 
Boston, Massachusetts; Harvard University 

Sanford, Emmett Reid, 626 Eddy Avenue, Mis- 
soula, Montana; State University of Montana 

Santiago, Francisco, Box 2402, Manila, Philippine 
Islands, Jose Rizal College 

Sargent, C. W., 1029 W. 10th Street, Erie, Penn- 
sylvania; University of Pittsburgh 

Sause, C. A., DePaul University, 84 E. Randolph 
Street, Chicago, Illinois 

Sawyer, Hollis H., 79 Milk Street, Boston, Massa- 
chusetts 

Saxe, Emanuel, 119 W. 57th Street, New York, 
New York; College of the City of New York 

Saxton, Lynn M., City College of New York, New 
York, New York 

Scarborough, Charles, 345-14th Street, Buffalo, 
New York 

Schaefer, Leo H., 615 Hazelwood Avenue, Ard- 
more, Pennsylvania; Villanova College 

Schaefer, William Bernhard, Voorhis Avenue, 
River Edge, New Jersey; New York Univer- 
si 


Schenck, W. J., 2258 Keyes Avenue, Madison, Wis- 
consin; University of Wisconsin 

Schiffer, Herbert M., Room 326A, New York Uni- 
versity, Washington Square, E., New York, 
New York 

Schlatter, Charles F., 217 Commerce Building, Uni- 
versity of Illinois; Urbana, Illinois 
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Schmidt, Leo A., Marquette University, Milwau- 
kee, Wisconsin 

Scholz, Frederick W., 180 Oakdene Avenue, Tea- 
neck, New Jersey; Columbia University 

Schweich, J. H., 5178 Cabanne Avenue, St. Louis, 
Missouri 

Seott, D. R., 111 Westwood Avenue, Columbia, 
Missouri; University of Missouri 

Seovill, H. T., 217 Commerce Building, Univer- 
sity of Illinois; Urbana, Illinois 

Sechofer, Carl H., 15400 Parkside Avenue, De- 
troit, Michigan; University of Detroit 

Sharer, D. M., 6188 Langley Avenue, Chicago, Illi- 
nois; DePaul University 

Shaulis, L. L., Tufts College, Massachusetts 

Shaw, J. P., Jr., c/o G. L. Ohrstrom and Company, 
Inc., 44 Wall Street, New York, New York; 
New York University 

Sheppard, C. C., 5782 Darlington Road, Pittsburgh, 
Pennsylvania; University of Pittsburgh 

Shields, Edwin R., 188 W. Washington Street, Chi- 
cago, Illinois; Walton School of Commerce 

Shields, J. H., Duke University, Durham, North 
Carolina 

Shonting, Daniel M., 42 W. Oakland Avenue, Co- 
lumbus, Ohio 

Shultis, Frank W., 1001 E. Porter Street, Albion, 
Michigan; Albion College 

Sieferman, Arthur, 113 W. 
Dayton, Ohio 

Simmons, R. E., Goodyear Rubber Company, Ak- 
ron, Ohio 

Simon, Paul, 2038 Straus Building, Chicago, Illi- 
nois; DePaul University 

Simpson, George B., Brownsville, Texas 

Sisterson, Douglas G., 2206 First National Bank 
Building, Pittsburgh, Pennsylvania; Univer- 
sity of Pittsburgh 

Smails, R. G. H., Queen’s University, Kingston, 
Ontario, Canada 

Smartt, Monroe T., 156 N. 14th Street, Corvallis, 
Oregon; Oregon State College 

Smeeton, Cecil B., Room 704, Box 2, 118 N. La- 
Salle Street, Illinois 

Smiser, Butler S., Fort Worth, Texas; Texas Chris- 
tian University 

Smith, Arthur C., 985 Boatmen’s Bank Building, 
St. Louis, Missouri; Washington University 

Smith, C. Aubrey, 1904 Rio Grande Street, Aus- 
tin, Texas; University of Texas 

Smith, Chas. W., 5808 Brabant Road, West Gate, 
Baltimore; Baltimore College of Commerce 

Smith, David, 824 Ford Building, Detroit, Michi- 


Monument Avenue, 


Smith, } H. Ezmond, J. O. McKinsey and Company, 
120 S. LaSalle Street, Chicago, Illinois 

Smith, R. F., 205 Commerce Building, University 
of Illinois, Urbana, Illinois 

Snow, Karl N., Dixie College, St. George, Utah 

Snyder, Harry E., 3500 Herndon Street, Chi- 
cago, Illinois; DePaul University 

Springer, D. W., 1202 National Press Building, 
Washington, D.C. 

Sproul, Alexander Hugh, State Normal School, 
Salem, Massachusetts 

Staehling, C. C., 119 S. Hall, University of Cali- 
fornia, Berkeley, California 

Stanley, W. H., 2404 Union Central Building, Cin- 
cinnati, Ohio; University of Cincinnati 

Stevenson, Russell A., School of Business Admin- 
istration, University of Minnesota, Minneapo- 
lis, Minnesota. 


Stewart, H M., Kansas State Agricultural Col- 
lege, M ttan, Kansas 

Stewart, William Martin, 105 S. LaSalle Street, 
Chicago, Illinois; Arthur Young and Com- 


pany 
Stone, Albert B., 4881 Greenway Avenue, Detroit, 
Michigan; State Accounting and Audit Com- 


pany 

Storli, Victor E., Fresno State College; Fresno, 
California 

Strickler, Howard K., Narberth, Pennsylvania; 
Temple University 

Strittar, John J., 769 Aurora Avenue, Aurora, II- 
linois; Northwestern Universi 

Studebaker, Mark E., Ball Teachers’ College, Mun- 
cie, Indiana 

Sullivan, John F., 32 Waverley Place, New York, 
New York; New York University 

Sunley, W. T., 3411 S. Michigan Avenue, Chicago, 
Tilinois; International Accountants’ Societ 

Sweeney, Henry W., Furnald Hall, Columbia Uni- 
versity, New York, New York 

Sweet, Homer N., 80 Federal Street, Boston, Mas- 
sachusetts; Harvard Graduate School of 

Administration 

Herbert F., 1019 Granger Avenue, Ann 

Arbor, Michigan; University of Michigan 

Taggart, Joseph H., 45 Emerson Street, Wakefield, 
Massachusetts 


Takahashi, Ichitaro, 58 Funamachi, Yotsuyaku, 
Tokyo, Japan; The Hosei University 

Tanner, J. B., 3411 S. Michigan Avenue, Chicago, 
Illinois; International Accountants’ Society 

Taylor, Jacob Bacchus, Commerce Building, Ohio 
State University, Columbus, Ohio 

Taylor, Paul C., 659 N. Austin Boulevard, Chi- 
cago, Illinois; Western Electric Company 

Taylor, Robert Emmett, College of 
University of Cincinnati, Cincinnati, Ohio 

Tegtmeyer, George J., 1150 McCormick Building, 
Chicago, Illinois; Wharton School of Com- 
merce 

Theiss, Edwin L., 116 Commerce Building, Uni- 
versity of Illinois, Urbana, Illinois 

Thom, Harry, Commerce Building, Northwestern 
University, Chicago, Illinois 

Thomas, Clare L., 2129 N. Nevada Avenue, Colo- 
rado Springs, Colorado 

Thomas, Olin E., 4841 Cass Avenue, Detroit, Michi- 
gan; College of the City of Detroit 

Thompson, Robert Randolph, School of Commerce, 
McGill University, Montreal, Province Que- 
bee, Canada 

Thompson, Wm. R., 710 To B Duluth, 
Minnesota; Thompson 

Thomson, Cyrus G., Room 1600-140 West Street, 
New York, New York; New York University 

Tiffany, Burton E., 205 Willow Street, Vermilion, 
South Dakota; University of South Dakota 

Tillotson, Loyal G., Bradley Polytechnic Institute, 
Peoria, Illinois 

Tilton, Frederic A., Room 507, Post Office Dept. 
Building, Washington, D.C. 


’ Toner, Jas, V., 14 Tappan Avenue, Attleboro, Mas- 


sachusetts; Boston University 

‘Toth, Louis; 551-5th Avenue, New York, New 
York; Cornell University 

Tousaw, John Allen, Temple University, Phila- 
delphia, Pennsylvania 
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Tower, Ralph B., Box 304, Elon College, North 
Carolina 

Troost, George W., 1880 First National Bank 
Building, Detroit, Michigan 

Trotter, T. B., Public National Bank Building, 
Houston, Texas 

Trumbo, Rolla C., 7833 Newport Avenue, Webster 
Groves, Missouri; Washington University 

Tucker, Herbert E., 89 State Street, Boston, Mas- 
sachusetts 

Turner, Wallace M., 1482 Beacon Street, Brook- 
line, Massachusetts; Simmons College 

Tupy, Leslie T., 1208 Oread, Lawrence, Kansas; 
University of Kansas 


Ueno, Michisuke, 1090 Nakano, 
Tokio Imperial University 
Ullrich, William A., 714 Mutual Home Building, 

Dayton, Ohio 
Upleger, A. C., 509 First State Bank Building, 
aco, Texas 


Tokio, Japan; 


Van de Walker, F. C., 210 Commerce Hall, Uni- 
versity of Washington, Seattle, Washington 

Van Iseghem, Angela F., 221 N. Grand Boule- 
vard, St. Louis, Missouri; St. Louis University 

Van Kirk, J. C., Tulane University, New Orleans, 
Louisiana 

Van Sickle, C. L., Room 1, State Hal’, Univer- 
sity of Pittsburgh, Pittsburgh, Pennsyivania 

Vaughn, Arthur S., Haskins and Sells, 15 Broad 
Street, New York, New York 

Vevis, Pierre, Poste Restante, Athens, Greece; So- 
ciete Academique de Comptabilite de Belgi- 


que 
Voke, Albert F., University Club, Richmond, Vir- 
ginia; William and Mary College 


Wade, Harry H., University Hall, State University 
of Iowa, lowa City, Iowa 

Wales, Edward M., Harvard University, Gradu- 
ate School of Business, Boston, Massachu- 
setts 

Walker, James J., 1222 Laurel Avenue, Knoxville, 
Tennessee 

Walker, John Henry, 1625 Lincoln Street, Ber- 
keley, California 

Wall, W. D., 44 W. Gay Street, Columbus, Ohio; 
Ohio State University 

Walker, C. E., Queen’s University, Kingston, On- 
tario, Canada 

Walker, Ross Graham, Graduate School of Busi- 
ness Administration, Harvard University, 
Cambridge, Massachusetts 

Wallace, William C., 29 Howard Parkway, New 
Rochelle, New York; New York University 

Walling, Herschel, University of Texas, Austin, 
Texas 

Walmsley, Edwin C., 301 Summer Street, Chat- 
tanooga, Tennessee; University of Chattanooga 

Walsh, Floyd E., 2602 Cass Street, Omaha, Ne- 
braska; Creighton University 

Walsh, Mervyn B., 120 Madison Avenue, Detroit, 
Michigan; Walsh Institute of Accountancy 

Wang, Sui Ling, c/o Mrs. H. C. E. Liu, 28 Yuen 
Ming Yuen Road, Shanghai, China; New 
China Universi 

Ward, Fred C., College of Commerce, 
of Florida, Gainesville, Florida 

Warner, Philip J., 15 E. 26th Street, New York, 
New York; The Ronald Press Company 


University 


12 


Warren, Jose D., Box 2402, Manila, Philippine Is- 
lands; Jose Rizal College 

Warren, Noah, Georgia School of Technology, At- 
lanta, Georgia 

Washburn, Earle L., New York University, 92 
Waverley Place, New York, New York 

Wedeberg, S. M., 71 Beers Street, New Haven, 
Connecticut; Yale University 

Weller, Herbert C., Box 548, Station A, Cham- 
paign, Illinois; University of Illinois 

Wellington, C. Oliver, i10 State Street, Boston, 
Massachusetts; Scovell, Wellington and Com- 


pany 

Wells, W. A., 200 Hills Building, Syracuse, New 
York; The Hills Company 

Welti, R. J., 70-5th Avenue, New York, New 
York; Chamberlan, Berger and Welti 

Werntz, William Welling, 1476 Chapel Street, New 
Haven, Connecticut; Yale University 

Wheeler, Chas. T., 462 W. Western Avenu>, Mus- 
kegon, Michigan; Lawrence Scudder and Com- 
pany 

White, James C., General Motors Institute of 
Technology, Flint, Michigan 

Wider, William, 102 Mayfair Avenue, Floral 
Park, Long Island, New York; New York 
University 

Wiggins, Casey C., 105 College Avenue, Marquette, 
Michigan; Northern State Normal School 

Wilber, Herbert W., 1221 Dormont Avenue, Dor- 
mont, Pennsylvania; Duquesne | University 

Wildman, John R., 15 Broad Street, New York, 
New York; Haskins and Sells 

Willcox, R. S., 141 W. North Broadway, Colum- 
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THE ABC 
OF ACCOUNTING 


STANLEY EDWIN HOWARD, Pu.D. 


Associate Professor of Economics 
in Princeton University 


HIs book is prepared especially for the use of college and 

university students who are studying economics as part 
of a curriculum of the liberal, as distinguished from the voca- 
tional or professional, type. Some special features of the 
book are as follows: 

1. Emphasis upon fundamental concepts and relationships. 


2. Careful selection and compactness of presentation of demon- 
stration materials. 


3. Exercise material carefully prepared and so presented as to 
permit the making of many individual problems from a few 
“skeleton” outlines. 


4. Legibility. The text is printed in 12-point type on a good 
quality book-paper, page size 6x9, with comfortable margins. 


JUST PUBLISHED. XVI-+-302 pp. $8.00 POSTPAID 
We shall be glad to send a complimentary copy to instructors who 


wish to examine the book with a view to adopting it for their classes. 
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WALTON ACCOUNTING SERIES 


Walton Accounting texts, written by men with years of practical accounting and 
teaching experience, are authoritative, conform to pedi? pedagogical principles, 
and are in accord with present-day accounting practice. 


Walton texts have been developed and written by one organization, under the 
supervision of one directing head, resulting in a thoroughly coordinated and 
unified system of accounting instruction. 


WALTON ACCOUNTING-LANGER. 32 Lectures, Problems and Theory Questions, Practice 
le Text 


PRACTICE SETS 


Practice Set I—Single Proprietorship Accounting. 
Practice Set II—Partnership Accounting. 


Practice Set 


ADVANCED Accounting I. Lectures 1 to 25 inclusive, Problems and Theory Questions, con- 
tained in 2-inch, three-post, loose-leaf, semi-flexible Text Binder. 


ADVANCED ACCOUNTING II. Lectures 26 to 50 inclusive, Problems and Theory Questions, 
contained in 2-inch, three-post, loose-leaf, semi-flexible Text Binder. 


COST ACCOUNTING. 30 Lectures, Problems and Questions, Practice Set Work, Cost 
Accounting Forms, practice set, four bound books—Job and Process Cost, contained in 
2-inch, three-post, loose-leaf, semi-flexible Text Binder. 


FEDERAL INCOME TAX ACCOUNTING. 24 lectures, Forms, Problems and Theory Ques- 
tions, contained in 2-inch, three-post, loose-leaf, semi-flexible Text Binder. 


WALTON BUSINESS LAW SERIES 
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Just Published— 


The Economics of 


Accountancy 


A Critical Analysis of Accounting Theory 
By JOHN B. CANNING, Ph.D. 
Associate Professor of Economics, Stanford University 


THis BOOK seeks to interpret 
accounting to the economist and economics to 
the accountant, and bridges the gap between 
the two professions so as to bring about a 
closer understanding of each other’s activities. 

The accounting procedures and theories 
considered are those of the professional ac- 
countant rather than the private or industrial 
accountant. The author discusses only those 
fundamentals of accepted theory of accounts 
of major interest to the economist and those 
portions of economic theory believed to be 
most useful to accountants. 


The study is based on a critical examination 
of thousands of specimens of public account- 
ants’ work pertaining to widely diversified 
classes of industries. Many restatements of 
accounting theory, with reference to assets, 
liabilities, net proprietorship and income are 
made. Both the accountant’s and economist’s 
theories of value are critically examined. 

Professor Canning’s book is a well written, 
thought-provoking contribution to accounting 
and economic literature that should be read 
and studied by all students of accounting. 
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American Association of University 
Instructors in Accounting 


Fourteenth Annual Convention 
December 27 - 28, 1929 
Hotel Raleigh, Washington, D. C. 


PROGRAM SESSIONS 


Friday Morning, December 27—10:00 a.m. 
Round Table Discussion on Accounting Theory 
Topic: Appreciation 
Chairman—John R. Wildman, Haskins & Sells; other speakers 


Friday Afternoon, December 27—2:00 p.m. 


Round Table Discussion on Teaching Methods 


Topic: Accounting Instruction in Commerce Schools, including Elementary, 
Cost, Tax, Auditing and Specialized Courses 


Chairman—H. T. Scovill, University of Illinois; other speakers 


Saturday Morning, December 28—10:00 a.m. 


Round Table Discussion on Accounting Theory 
Topic: Conflicting Concepts of Depreciation 
Chairman—James P. Adams, Brown University; other speakers 


Saturday Afternoon, December 28—1:30 p.m. 


Round Table Discussion on Teaching Methods 
Topic: The Place of Accounting in Non-Commerce Schools 
Also selected papers on other topics 


ANNUAL DINNER 
Friday Evening, December 27—7:00 p.m. 


Dinner, followed by presentation of Beta Alpha Psi award, committee 
reports, and business session 
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